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BRADBURY, WILKINSON & CO., LTD. 


— Gtx De— 
DESIGNERS, ENGRAVERS & PRINTERS 
—of— 
BANK NOTES, POSTAGE STAMPS, 
BONDS, SHARE WARRANTS, 
CERTIFICATES, CHEQUES, 


and 
ALL DOCUMENTS OF SECURITY 
——@gp—— 


PROSPECTUS, TRUST DEEDS, 
CONFIDENTIAL REPORTS, 
AND ALL STATIONERY FOR 
FINANCIAL HOUSES 


LONDON OFFICE: 


HEAD OFFICE & WORKS: 
NEW MALDEN, SURREY we 2 MOORGATE BUILDINGS, 
E.C. 2. 


TELEPHONE: WIMBLEDON 2500-1-2 TELEPHONE: LONDON WALI, 8806-7-8 





SUN 


BLADES, EAST & BLADES, Ltd. 


Established 1821. 


CITY OFFICES: WORKS: 
17 ABCHURCH LANE, LEONARD ST., FINSBURY, 
LONDON, E.C. LONDON, E.C. , 
Telephones : Central 0212, 0213, 0214. Telephones : Clerkenwell 3636, 3637, 3638. 


Telegrams : “Identical, London.” 


BANKERS’ CHEQUE PRINTERS. 


BANK NOTES, BONDS, BANKERS’ PROTECTIVE CHEQUES, 
CERTIFICATES, POSTAGE AND REVENUE STAMPS, 
ENGRAVERS AND FINE ART PRINTERS. 
COMPANY PROSPECTUSES. 


WHOLESALE AND EXPORT MANUFACTURING STATIONERS, LITHOGRAPHERS, 
PRINTERS, ACCOUNT BOOK MAKERS, AND SEAL ENGRAVERS. 


PHOTOGRAVURE AND COLOUR PRINTING. 


PUBLIC COMPANY WORK, INCLUDING INSURANCE COMPANIES, 
BANKS, ETC., A SPECIALITY. 
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ULSTER BANK LIMITED 


ESTABLISHED APRIL 1836. AFFILIATED TO WESTMINSTER BANK IIMITED. 


Capital Authorised and Subscribed .. £3,000,000. apital Paid Up .- $00.00 ! _ 1 500,000. 


Head Office: WARING STREET, BELFAST. 


Managing Directors: 
STANLEY FERGUSON. | ROBERT K. I. GALLOWay. | A. H. Moopy. | W. M. FULLERTON. 


BALANCE SHEET, 30th November, 1926. 


To Capital paid up .. £500,000 0 0 | By Government Stocks— 
To Reserve Fund 1,000,000 0 0 | W ae Loan and other 
eA al AER Securities of, or 
guaranteed by, the 
n ae £1,500,000 0 0 | British Government £9,568,057 6 4 
To Deposits and Credit By Colonial Government 
Accounts ae je 20,823,750 19 9 Stocks, and other 
To Acceptances Current Nil. Securities .. “ce 548,840 5 1 
To Bills for Collection .. 77,488 4 9 £10,116,897 11 5 
To Notes in Circulation.. 1,703,921 17 6 ByCashon hand, Balances 
paige urs ; with London Bankers, 
To Undivided Profits .. 49,621 9 0 and Remittances in 
transit.. oi .. 2,560,243 5 1 
£12,677,140 16 6 
By Bills’ Discounted, 
Advances to Custom- 
ers, Short Loans on 
Securities, &c. .- 11,261,532 15 0 
By Acceptances, per 
contra... is ca Nil. 
_— By New Bank Premises 216,108 19 6 

















£24,154,782 11 0 £24,154,782 11 0 





Endorsed by the Bank Commissioners of Thirty States. 


THE BANK DIRECTOR 


(Founded 1872 as The Financier.) 
Member Audit Bureau of Circulations. 


The only magazine in the United States in its particular field. 

Boards of Directors in 31,000 banks of America are made up as a rule of three executive 
officers and from four to ten or more of the most influential men in their community—men 
who in frequent instances are at the head of enterprises much larger than the banks 
themselves. 

If you want to reach bank officers, not clerks, use THE BANK Director. If you want 
to talk to the class of men in whose hands have been placed the keeping of the sixty 
billions cf bank resources of the Nation, THE BANK Director should be included 
in your list. 

Bank officers and directors, while they manage corporations and direct the financial and 
industrial trend and development of their home towns, possess, as individuals, potential 
purchasing powers that put them in a group by themselves. 

They are more than an ordinary collection of well-to-do and wealthy men. They have 
interests in common that are cultivated met and satisfied by THE BANK DIRECTOR. 

A large percentage of our subscription list is delivered to home addresses, ensuring 
real attention. 

This is our reading public—the cream of the banking, business and investment world 


of America. 


Published monthly by 
THE FINANCIER PUBLISHING COMPANY, 
115 Broadway, New York. 
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MASTER OF FINANCE 


or small investor, you need accurate 
up-to-date information upon which 
to base your decisions. THE 
FINANCIAL NEWS is not only of 
value for its investment suggestions, 
but is also exceptionally interesting 
as a newspaper. In addition to 
market reports, company meetings 
and prospectuses, it gives a full service 
of industrial and commercial news 
from all parts of the world; while its 
leading articles are notable for sound 
comment and literary merit. 


THE FINANCIAL NEWS 





The World’s Leading Authority on Finance. ~ 
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BULLION Dealers and _ Refiners os 
of the Precious Metals, Ores and BEL SSE 
Minerals of all kinds. pa 


BUYERS of mining by-products 


containing Precious Metal. 


BULLION AND SPECIE 
purchased and shipped for banking 
and arbitrage transactions. 














GRINDERS, MIXERS AND 
SMELTERS OF SWEEPS 
AND RESIDUES. 














Suppliers of : 
GOLD, PLATINUM, 


SILVER, PALLADIUM, 
ANTIMONY, BISMUTH, 
CADMIUM, FUSIBLE 
ALLOYS, MERCURY, 
Etc. 
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JOHNSON MATTHEY & Co, LIMITED 
76-82 HATTON GARDEN 
TELEPHONE: HOLBORN-6830. LOIN DON, E.C.1. TELEGRAMS: MATTHEY SMITH. LONDON 
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BANK OF MONTREAL. 


Established in 181 7. 


Capital Paid up, $29,91 6,700. Reserve Fund, $29,916,700. 
Undivided Profits, $767,416. 
Total Assets in excess of $750,000,000. 


BOARD OF DIRECTORS : 
Sm VINCENT MEREDITH, Bart, President. 


Sm CHARLES GORDON, G.B.E., Vice-President. . 
Cc. R. HOSMER, Eso. H. R. DRUMMOND, Eso. D. FORBES ANGUS, Eso. 
Wm. McMASTER, Eso. Lt.-CoL. HERBERT MOLSON, C.M.G.,M.C. | HAROI,D KENNEDY,Eso. 
G. B. FRASER, Esq. His Honour HENRY COCKSHUTT. E. W. BEATTY, Esoa., K.C. 
‘THE HON.SiR LOMER GOUIN,K.C.M.G. GEN. SiR ARTHUR CURRIE, G.C.M.G., K.C.B. JAMES STEWART, Esq. 
F. E. MEREDITH, Esg., K.C. MAJOR-GEN. THE HON. S.C. MEWBURN,C.M.G. THOMAS AHEARN, EsQ. 
J. W. MCCONNELL, Eso. F. W. MOLSON, Esq. 


HEAD OFFICE-MONTREAL. 
General Manager : SIR FREDERICK WILLIAMS-TAYLOR. 


Branches and Agencies throughout Canada and Newfoundland ; also at New York, Chicago and San Francisco 
in the United States, and at Mexico City, Vera Cruz, Puebla, Guadalajara, Monterrey and Tampico in the 
Republic of Mexico. 


London Offices: 47 THREADNEEDLE STREET, E.C. 2. 
9 WATERLOO PLACE, PALL MALL, S.W.1. 
Paris Agency : Bank of Montreal (France) ; 6 Place Vendome, Paris. 


LONDON COMMITTEE : 
THE DUKE OF DEVONSHIRE, K.G. (Chairman). F.R.S. BALFOUR. SiR HARDMAN LEVER, Bart., K.C.B 
Manager : GEORGE CYRII, CASSELS. 











Financial Agents of the Government of the Dominion of Canada. 
The Bank undertakes banking business in all parts of the world, and with its numerous branches offers special 
facilities in Canada, Newfoundland, the United States, Mexico and France, while in the West Indies it ts 
represented by Barclays Bank (Dominion, Colonial and Overseas), formerly The Colonial Bank, in which 
an interest is owned by the Bank of Montreal. 
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THE IMPERIAL BANK OF PERSIA 


(Incorporated by Royal Charter, 1889) 
Capital fully called up - £650,000 Reserve Account - - £470,000 = 


(with power to increase to £ 4,000,000) 


Reserve Liability of Proprietors under the Charter - - - -£1,000,000 


LONDON BANKERS: = 
MEssRS. GLYN, Mitts & Co. THE WESTMINSTER BANK LIMITED, LOMBARD STREET. I,LOYDS BANK LIMITED. = 
HEAD OFFICE: = 
33/36 KinG WILLIAM STREET, LONDON, E.C.4 4 
CHIEF OFFICE: 
TEHERAN, PERSIA. = 
BRANCHES IN PERSIA: = 
Abadan, Ahwaz, Barfrush, Birjand, Bunder Abbas, Burujird, Bushire, Duzdab, Hamadan, Isfahan, Kazvin, : 
Kerman, Kermanshah, Masjed-Suleiman, Meshed, Mohammerah, Nasratabad (Seistan), Pehlevi, Resht, 
Shiraz, Sultanabad, Tabriz, Yezd. 


BRANCHES IN IRAQ (Mesopotamia): BRANCH IN INDIA: 
BAGDAD, BASRA, KIRKUK. BOMBAY. 


BD hws BANK is prepared to transact Banking Business of every 
description in and connected with Persia and Iraq (Mesopotamia), 
also with Bombay, Calcutta and Karachi. 


Clean and Documentary Credits arranged. Documentary Bills 
negotiated, Clean and Documentary Bills collected. Letters of Credit, 
Drafts and Telegraphic Transfers issued. 


mM 


Correspondents in all important places abroad. 
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| ROYAL BANK OF SCOTLAND 


(Incorporated by Royal Charter 1727) 





Capital (Fully Paid) - - - - £2,500,000 
i Rest or Reserve Fund - - - - £2,571,249 
Deposits - - - - - - £40,457,710 





Head Office: ST. ANDREW SQUARE, EDINBURGH 
General Manager : SIR ALEXANDER KEMP WRIGHT, K.B.E.,D.L. Secretary: J. B. ADSHEAD. 


London (City) Office: 3 BISHOPSGATE, E.C.2. 
Manager : WM. WHYTE. Deputy Manager: JOHN ROBB. 


London (West End): DRUMMONDS’ BRANCH, 
49 Charing Cross, S.W.1. 


Glasgow (Principal) Office: ROYAL EXCHANGE SQUARE and 
BUCHANAN STREET 
FOREIGN EXCHANGE DEPARTMENTS 


at all the Chief Offices 


217 BRANCHES THROUGHOUT SCOTLAND 


EVERY DESCRIPTION of BRITISH, COLONIAL and FOREIGN BANKING 
BUSINESS TRANSACTED. 


CORRESPONDENCE INVITED. 








THE BRITISH LINEN BANK 


Incorporated by Royal Charter, 1746. 
CAPITAL £1,250,000 _ RESERVE FUNDS £1,800,000 


Governor: THE RIGHT HON. THE EARL OF ROSEBERY AND MIDLOTHIAN, K.G., K.T. 
Deputy-Governor: THE RIGHT HON. THE EARL OF HOME. 


HEAD OFFICE - EDINBURGH. 


REES GRIFFITH THOMAS, General Manager. §R. W. STEVENSON, Secretary. 
Over 190 Branches throughout Scotland. 
London Office: 38 Threadneedle Street, E.C. 2. 


Every Description of Home and Foreign Banking Business transacted. 
AFFILIATED TO BARCLAYS BANK, LIMITED. 















COMMERCIAL BANK OF SCOTLAND LTD. 


Head Office EST SSL SHED 1810. EDINBURGH. 
‘. General Manager - - - ALEX. RO Secretary - - MAGNUS IRVINE, 
Capital Subscribed - - £5,500, e060 Reserve Fund - . £1,850,000 
} Capital paid up - . . £1,750,000 Deposits (31st Oct., 1925) - £33,180,000 

Leedee City Office . 62 LOMBARD STREET, E.C.3. 

DREW W. RUSSEL s “Manager. JOHN M. ERSKINE, Assistant Manager. 

emi Branch - IMPERIAL HOUSE, KINGSWAY, W.C.2. 

JAMES. oO. DAVIDSON, Lege 
Glasgow Chief Office - & 115 BUCHANAN STREET. 
ANDREW SCOTT, Manager. WIL LIAM COCHRANE, Assistant Manager. 
Princes Street, Edinburgh, Branch, 118 Princes Street. James Thomson, Agent. 
The Bank has 315 Branches and Sub-Branches throughout Scotland. 
General Banking and every —— of Foreign Exchange business transacted, and Agency business for 
{ Foreign and Colonial Banks undertaken. 

The Bank is prepared to undertake the duties of Executor or Trustee under wills and settlements, and to act as 
Trustee for Debenture Holders, and for Public Bodies and Institutions, 
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BANK OF NEW SOUTH WALES 


(ESTABLISHED 1817.) 








Paid-up Capital... “ me on £6,000,000 
Reserve Fund “ sa rae. ad ian 4,750,000 


Reserve Liability 
of Propristers ... “a www 6,000,000 
£16, 750,000 


9 






wl 






Head Office—SYDNEY, NEW SOUTH WALES. 
General Manager—OSCAR LINES. 
BRANCHES AND AGENCIES IN 
NEW SOUTH WALES (201); QUEENSLAND (54); VICTORIA 
(55); SOUTH AUSTRALIA (7); WESTERN AUSTRALIA (19); 
TASMANIA (3); NEW ZEALAND (71); FIJI (3); PAPUA (2). 


LONDON DIRECTORS: 
Str FREDERICK GREEN, K.B.E., Chairman. H. I, M. TRITTON, Esq. WALTER S. M. BURNS, EsQ. 



















J. S. CAMPBELL, Manager. A. L. KENNEDY, Secretary. 
D. Geppie, Assistant Manager. G. S. Kettr, Accountant. 
The London Office issues drafts on its Head Office (Sydney, N.S.W.) and Branches in all 
the Australian States, New Zealand, Fiji, and Papua. Makes Mail and Cable Transfers, 
Negotiates and Collects Bills of Exchange. Arranges Wool and other Produce Credits. 
Receives Deposits for fixed periods on terms which may be known on application; and 
conducts every description of Australasian Banking Business. 


London Office: 29 THREADNEEDLE STREET, E.C.2 


BANK OF NEW ZEALAND. 


Bankers to the New Zealand Government. 


Authorised Capital - ®6,154,98s 
CAPITAL SUBSCRIBED AND PAID UP. 




























Four per cent. Guaranteed Stock ... eee £529,988 
Preference “‘A’’ Shares issued to the New Zealand Government + ou oe ac 500,000 
Preference ‘‘B” Shares Do. xia jas ay - 1,375,000 
Ordinary Shares ai pen sa ne ove ons ee “os ake -. 3,750,000 
. eae £6,154,988 

Reserve Fund and Undivided Profits ... ase a ie ee saad ae ao 3,390,378 
£9.545.366 


London Office: 1 QUEEN VICTORIA STREET, E.C.4. 
Negotiates and Collects Bills of Exchange. Grants Drafts on its Offices in New Zealand, Australia, Fiji, and 
Samoa. Remittances made by telegraphic transfer. 


ROBERT MILL, Manager. 








NEW ZEALAND 


is prosperous and rapidly developing. 
Official returns disclose the following :— 

PER CAPITA ANALYSIS. 
Trade per head (1925) - - £77 0 0 












Exports - - - - - £39 15 0 
Imports - - - - - £38 0 0 
Imports from United Kingdom, 

perhead - - - - £18 5 0 





The State facilitates production. 
Information and pamphlets from :— 


The High Commissioner for New Zealand, 415 Strand, London, W.C.2 
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FERRER TERR aS TTT aE 
i THE UNION BANK OF AUST RALIA 
ia Established 1837. LIMITED. Incorporated 1880. 
a oates Goeteestned and  sooweed a oni -» «  £10,500,000 
Capita aid-up had " 
in Reserve Fund £3:300,008} toether £7,700,000 
A Reserve Liability of Proprietors .. £7,000,000 
«4 
a DIRECTORS: 
a HENRY P. SturcGis, Esg., Chairman. 
ia HvucH D. FLOWER, Esq. | S. R.IaVINGSTONE-LEARMONTH, | FRED. G. PARBURY, Esq. 
a The Right Hon. Lorp | oi. | ‘The Hon. EoMUND W. PARKER. 
oy BRIGADIER-GENERAL ARTHUR 
a meena MAXWELL, C.B., C.M.G., D.S.O. SmR WeEsTBY B. PERCEVAL, 
us SIR MALCOLM Hocec, ROBERT C. NESBITT, EsQ. | K.C.M.G. 
rey 
te ° . 
: Head Office: 71 CORNHILL, LONDON, E.C.3. 
a Manager—W. A. Latnc. Assistant Manager—G.S.GoppEeNn. Secretary—F. H. MCINTYRE. 
& 
Fe 
& 
2 Branches throughout eneieae ae ated content, ViZ.: 
ea In VICTORIA a7 
al », SOUTH AUSTRALIA aps ‘ai a in 15 
Pi » NEW SOUTH WALES a oi i a 45 
Ss » WESTERN AUSTRALIA .... ne zs wn 21 
= »» QUEENSLAND ..... ae se aie bas 18 
Fi » TASMANIA ia as we see - 3 
Fe » NEW ZEALAND ea as ‘a am 47 
id 196 
ts Drafts upon the Branches are issued by Head Office, and may be obtained from the Bank’s Agents throughout 
Us England, Scotland & Ireland. 
us Commercial and Circular Travelling Credits issued available throughout the world. 
ig Telegraphic Remittances are also made. 
us Bills on the Australian States and Dominion of New Zealand are purchased or sent for collection. 
us Deposits are received at Head Office at rates of interest and for periods which may be ascertained on application. 
—_ : ; 
Cabra: A AAA LLL AAAI RR 
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ENGLISH, SCOTTISH AND 
AUSTRALIAN BANK L”@ 


HEAD OFFICE—§S Gracechurch Street, E.C.3 
and 401 Branches and Agencies throughout Australia 


SUBSCRIBED CAPITAL Por oe oe ee £3,750,000 0 0 

PAID-UP CAPITAL .. 2,250,000 0 0 

FURTHER LIABILITY OF PROPRIETORS 1,500,000 10 0 

RESERVE FUND ee ee ° 2, 050, 000 0 0 
Letters of Credit and Drafts on the Branches and iain of the Bz ate in Australia can be obtained at the Head 
Office, or through the Agents of the Bank in the chief Provincial towns throughout the United Kingdom. 


Bills negotiated or forwarded for Collection. Remittances made by Telegraphic Transfer. Banking and 
Exchange Business of every description transacted with Australia. E. M. JANION, Manager. 
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Established October, 1852. Registered under the Companies Act, 18 
Authorised Capital ... lies ees eee .. £3,240,000 
Capital Paid-up . ‘in one — re 1,478,010 
Capital Uncalled | one 1,061,250 
Reserve Fund and Undivided Profits... 889,056 
(Used in the business of the Bank) £3.428,316 
Head Office - COLLINS STREET, MELBOURNE. 
General Manager - PHILIP CHAMPION DE CRESPIGNY. 
London Office - - 69 KING bares 5% STREET, E.C.4. 
Manager - - . G. WATSON. 








123 Branches ak eal in Victoria ana South Australia. 


The Bank grants Drafts on allits Branches and Agencies, also Telegraphic Transfers, and transacts every description 


of Banking Business in connection with Victoria and other Australian States on the most favourable terms. 
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SOCIETE GENERALE 


POUR FAVORISER LE DEVELOPPEMENT DU 
COMMERCE ET DE L'INDUSTRIE EN FRANCE. 


Subscribed Capital - - : - Frs. 500,000,000 
Paid-up Capital - - - - Frs. 250,000,000 
Reserve Fund : - - -  Frs. 60,455,677 
Deposits as at 30th Sept., 1926 - Frs. 8,668,872,000 










Head Office: 29 BOULEVARD HAUSSMANN, PARIS. 
London Office: 105 OLD BROAD STREET, E.C.2. 
West-End Branch: 65 REGENT STREET, W.1. 








OVER 1,000 BRANCHES IN FRANCE AND NORTH AFRICA. 






Subsidiary Banks or Correspondents in all parts of the World. 









BANK GOSPODARSTWA KRAJOWEGO 


(NATIONAL ECONOMIC BANK) 


WARSAW, POLAND. 






Biala, Drchobycz, Lublin, Poznan, Tarnow, 
Bialystok, Katowice, Lwow, Przemysl, Wilno, 
Bydgoszcz, Kolomyja, Lédz, Réwne, Zywiec. 







Krakow, 

Telegraphic Address : 

Chairman: Dr. J. K. STECZKOWSKI, former Prime Minister. 
General Manager: Mr. E. KORWIN-SZYMANOWSKI. 


Stanislawow, 
KRAJOBANK. 


Cieszyn, Oswiecim, 










Capital paid up, Zlotys 35,000,000. Reserve Fund, Zlotys 8,986,805. 





Handling of banking transactions of every description. Issuing of mortgage bonds as well 
as municipal, railway and bank bonds, the latter for requirements of Polish industry. 












SPECIAL FACILITIES OFFERED FOR: 
FOREIGN EXCHANGE TRANSACTIONS. FINANCING OF EXPORTS AND IMPORTS. 
TRAVELLERS’ LETTERS OF CREDIT. COLLECTIONS. REMITTANCES. 
DEPOSITS IN ZLOTYS AND FOREIGN CURRENCY. CREDIT INFORMATIONS. 
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i ANGLO-SOUTH AMERICAN BANK 


LIMITED 
Head Office: 17 Old Broad Street, London E.C.2. 


A COMPLETE INTERNATIONAL 











BANKING SERVICE 
LINKING 


THE OLD 
WORLD AND 
THE NEW 


Associated Institutions :~ 


BRITISH BANK of SOUTH AMERICA LIMITED 
BANQUE ANGLO-SUD AMERICAINE, SOC. ANON, PARIS 
ANGLO-SOUTH AMERICAN TRUST CO., NEW YORK. 
(ise. under Laws of State of New York. ) 








NGA eereeen: 


PROFESSOR KEMMERER 


in Ecuador 


In honour of the Kemmerer | 
Economic and Financial Mission, 
we have just prepared a booklet 
entitled ‘‘ Facts about Ecuador,” 
reviewing the present condition 
of the country. 

A copy has been reserved for 
you and will be mailed free upon 
application. 


BANCO DE DESCUENTO 


Guayaquil - Ecuador 
South America 
“JUST THE BANK YOU NEED” 


OS AS ASS AS AS AS 





BANCO DO BRASIL 


Head Ofice: Rua 1° de Marco 66, 
Rio de Janeiro 





100.000.000 $000 


Capital - - - 
125.070.144 $533 


Reserves - - - 


Paper- Currency 
Redemption Fund 283.162.193 $000 


Last Dividend 20°% 


Branches in the chief commercial 
cities of Brazil and Agents 
in smaller towns and abroad. 


All manner of banking transactions under- 
taken. Current accounts opened, with or 
without limit; fixed deposits received ; 
premium bills. Drafts, promissory notes 
and signed accounts discounted. Loans 
effected on approved security; payments 
undertaken at home and abroad. Letters 
of Credit issued on all the principal home 
and foreign cities, etc. 














CREDITO ITALIANO 


Capital Subscribed Lire 400,000,000 

Capital Paid-up - ,, 352,960,600 

Reserve - - ,, 150,000,000 
Head Office of the Bank: MILAN. 


The Bank has Branches and Correspondents 
throughout Italy. 


London Branch : 
2 Royal Exchange Avenue, E.C.3. 


Managers : 


D. A. HORNER. 
F. N. SCHILLER. 


Transacts a general Foreign Banking 
Business. 


STERLING DRAFTS AND DOCU- 
MENTS ON ITALY COLLECTED ON 
SPECIALLY FAVOURABLE TERMS. 


CORRESPONDENT OF THE ROYAL 
ITALIAN TREASURY. 


Telegrams: ‘“ Italocredi, Cable, London.” 
Telephone: Avenue 3031-4. 


BANCA NAZIONALE 


Prperrerrrrrrrrrrrrrrrirrirrrrerrrtirrritrririss 


DI CREDITO 


Capital—Lit. 300,000,000 


Reserve — Lit. 30,000,000 


Head Office: MILAN 


Offices at: 
Milan, Naples, Genoa, Rome, 
Trieste, 


Turin, Palermo, 


Bologna, Florence, Venice. 
Over 60 Branches in the princi- 
pal industrial and commercial 


points of Italy. 


EVERY KIND OF BANKING BUSINESS 
TRANSACTED 





A HISTORY OF THE BANK OF 
ENGLAND. 


By A. AnpREADEsS, C.B.E., Pro- 
fessor of Public Finance in the 
University of Athens. With a 
Preface by Professor H. S. Fox- 
WELL, M.A. Second Edition. Demy 
8vo. 455 pp. Cloth, 15s. 
















AN ACADEMIC STUDY OF 
SOME MONEY MARKET AND 
OTHER STATISTICS. 


By E. G. Peake, O.B.E., M.A., 
LL.B. Second Edition, revised 
and extended. Crown 4to. roo pp 


42 Statistical Charts 
Tables. Cloth, 15s. 


and many 











BANKING POLICY AND THE 
PRICE LEVEL: An Essay in the 
Theory of the Trade Cycle. 


By D. H. Ropertson, M.A., 
Fellow of Trinity College, Cam- 
bridge, Lecturer in Economics in 
the University of Cambridge. 
Crown 8vo. 106 pp. Cloth, 5s. 





P. S. KING & SON, LTD., 


14 Great Smith Street, Westminster. 







TRADE INDEMNITY COMPANY LTD. 


Established 1918 


CAPITAL: 
AUTHORISED AND ISSUED 
£250,000 FULLY PAID 


TRADE CREDITS 


The object of the Company is to assist Mer- 
chants and Manufacturers to develop Home 
and Overseas Business by the Insurance of 
Credits. 
The seller is thus enabled to— 
I. Extend the credits he is in the habit of 
granting without increasing his liability. 
2. Transact his usual volume of business with 
a materially reduced financial risk. 
3. Open new accounts with greater confidence. 
4. Discount bills with his Bankers on a larger 
scale and on better terms. 
The Company is prepared to grant policies 
insuring approved accounts up to 75 per cent. 
of the net invoice value of goods sold and 
delivered in the ordinary way of trade to 
customers domiciled in almost any part of 
the world. 
In order to facilitate the financing of debts the 
Company is prepared to grant protection to the 
Bankers against the event of the Policy being 
invalidated through neglect or otherwise on the 
part of the Assured in complying with the 
Conditions of the policy. 


Prospectus and Proposal Forms can be obtained on 
application to: 
77 CORNHILL, LONDON, E.C.3 
Underwriter: H. S. SPAIN 
All inquiries are treated in the strictest confidence 
MANCHESTER OFFICE: 1 BOOTH STREET 
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Bank of Liverpool 





BANK of LIVERPOOL 
& 
MARTINS LIMITED. 





Martins Bank 


ae 


Head Office: 7 WATER STREET, LIVERPOOL. 
London Office: 68 LOMBARD STREET, E.C.3. 


Capital Subscribed 


Capital Paid Up and Reserves 
Deposits, etc., at 30th June, 1926 


£18,791,120 
4,337,246 
59,328,980 


The Bank has 385 Offices, and Agents in all the 
principal Towns at Home and Abroad. 


All descriptions of Banking, Trustee and 
Foreign Exchange Business Transacted. 


THE 


NATIONAL BANK 


Established 1835 


Head Offices : 

13-17 Old Broad St., London, E.C.2 
Capital Subscribed £7,500,000 
Capital Paid Up £1,500,000 
Deposits, etc. £ 36,962,819 

(at 30th June 1926) 
Reserve Fund £1,320,000 
ENGLAND 
13 Old Broad Street, London, E.C.2, 


and 26 Metropolitan & Provincial Branches 


IRELAND 


34 College Green, Dublin, 


and 229 Branches & Sub-Offices throughout 


the Country 


‘ 
e 


Every description of Banking, Foreign Ex- 
change, Income Tax and Executor & Trustee 
Business Transacted 











ALEXANDERS 
DISCOUNT CO., LTD. 


ESTABLISHED 1810. 


24 Lombard Street, E.C.3. 


Telephone : 
Royal 3017. 


Capital Subscribed - £1,100,000 
Capital Paid Up - £600,000 
Reserve Fund - - £460,000 


Telegrams: 
Alexanders Thread—London. 


Directors : 

CoLIn F. CAMPBELL (Chairman), R. E. ALEXANDER, 
G. C, ALEXANDER, SIR AUSTIN E. HArrIs, K.B.E., 
E. GORE BROWNE, D.S.O. 

Manager: Sub-Manager: 
FRANK NEWCOMB. E. D. SPRING RICE. 


APPROVED MERCANTILE BILLS 
DISCOUNTED. 
MONEY RECEIVED ON DEPOSIT 
AT CALL AND SHORT NOTICE 
AT CURRENT MARKET RATES, 
AND FOR LONGER PERIODS 
UPON SPECIALLY AGREED 
TERMS. 

LOANS GRANTED UPON 
NEGOTIABLE SECURITIES. 
THE COMPANY DEALS IN 
BRITISH TREASURY BILLS OF 
ANY MATURITY. 









































Capital ° oe 
Bank Note Issue 

Issue Dept.’s Gold and Platinum Reserve 
Issue Dept.’s Foreign Currency Reserve 


N.B.—1 Chervonetz contains 119.4826 grains o 


Head Office and Foreign Dept., 


(Union of Socialist Soviet Republics.) 
Created by Decree of the Soviet Government of 12th October, 1921. 





STATE BANK OF THE U:S.S.R. 


Formerly State Bank of the R.S.F.S.R. 


on December 16, 1926 


do. 
do. 


f pure gold and equals £1 1s. 1}. or $5. 14}. 


Chervonetz 
10,000,000 
89,056,202 
19,479,541 
6,058,771 


moscow. 


Over 400 Branches. 


The Bank effects mail and cable remittances in all parts of the Soviet Union and engages in Home and Foreign 
Banking Business of every description. 
AGENTS AND CORRESPONDENTS IN ALL PARTS OF THE WORLD. 


ILONDON CORRESPONDENTS. 


Bank Ltd.; Barclays Bank Ltd.; N. M. Rothschild and Sons; 


Lloyds Bank Ltd.; National Provincial Bank Ltd.; Midland Bank L,td.; Westminster 


Hambros Bank Ltd.; Kleinwort, Sons and Co.; 


J. Henry Schréder and Co.; Samuel Montagu and Co.; S. Japhet and Co. I,td.; Equitable Trust Co. of New York; 


National City Bank of New York; 


THE 


MOSCOW NARODNY BANK 


LIMITED 
ESTABLISHED 1919 


Heap Orrice : 
300 High Holborn, London, W.C.1 


Paris Brancu: 26, Rue Vivienne, Paris 


BERLIN REPRESENTATION : 
Kurfiirstenstrasse, 33, Berlin 


- £1,000,000 
600,000 
110,000 


Authorised Capital - 


Paid-up Capital - ° ‘ ° 
Reserve Fund & Undivided Profit - 


The Bank finances the export and import operations 
of the Russian Co-operative and other Societies, 
Principal Foreign Agents of the All-Russian 
Co-operative Bank, Moscow and Branches. 
London Correspondents of the State 
the U.S.S.R. 

Every kind of Banking Business Transacted. 


Remittances to Russia effected, Letters of Credit 
and Drafts issued on Moscow and other centres in 
Sterling, U.S, Dollars, and Tchervonetz, Collections 
undertaken. 


Correspondents in all Principal Centres of Europe, 
The U.S. of America, and everywhere in the U.$.8.R. 


Bank of 











Bank for Russian Trade Ltd.; Moscow Narodny Bank Ltd. 





COMMERCIAL & INDUSTRIAL BANK 
of the U.S.S.R. 


Cable Address: ‘‘ Prombank.”’ 
Established November 1922. 
Main Office : 88 Branches 
Karunin Square, 2;7 Offices and Agencies 
Moscow. in the Union. 


STATEMENT 
as at October 1, 1926. 
Paid and Subscribed Capital Rbls. 81,837,036 
Reserves and Special Funds 30,464,455 
Deposits and Current Accounts 185,392,467 
Discounts and Loans 356,602,953 
‘* PROMBANK”’ was established with special object 
for financing the State Industries 
and Trades of the U.S.S.R. 
It handles Exports and Imports in 
taw materials and goods manu- 
factured. 
It transacts business in Russian and 
Foreign Currency. 
Discounts and Loans to the State Industries and Trade 
Organizations on September 1, 1926, amounted to 
Rbls. 318,100,000. 


Correspondents of * PROMBANK.” 


GREAT BRITAIN 

Lloyds Bank, I,td. 

Bank for Russian Trade, Ltd. 
The Moscow Narodny Bank, Ltd. 


UNITED STATES 
NEw YorK City The Chase National Bank of 
the City of New York. 
The Amalgamated Bank of 
New York. 
The Equitable 
New York. 
The Amalgamated Trust 
Savings Bank. 
Correspondents in all important Cities 
of Europe, Americas, Near and Far East. 


LONDON 


Trust Co. of 


CHICAGO and 











THE BANK OFFICERS’ GUILD. 


(The National Association of Bank Employees of England and Wales.) 
The Guild is a protective association which aims at the betterment 
of the status of the Bank Clerk and co-operation with the Directorates. 


It desires Banking to be raised to the dignity of a profession, and 
is doing a great work to increase the educational standard of the employee. 


For full particulars and explanatory literature apply to :— 


THE GENERAL SECRETARY, 
BANK OFFICERS’ GUILD, 


28 OLD QUEEN STREET, 
WESTMINSTER, S.W.1. 
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YOKOHAMA SPECIE BANK, LIMITED. 


ESTABLISHED 1880. (Registered in Japan.) 














Yen 100,000,000 


) 
Capital Subscribed and Fully Paid - - 
Yen 89,500,000 


Reserve Fund . - - 

Head Office: YOKOHAMA. 

BRANCHES and AGENCIEs at Alexandria, Batavia, Bombay, Buenos Ayres, Canton, Calcutta, Changchun, Dairen 

(Dalny), Fengtien (Mukden), Hamburg, Hankow, Harbin, Hong Kong, Honolulu, Kai Yuan, Karachi, Kobe, 

London, Los Angeles, Lyons, Manila, Nagasaki, Nagoya, Newchwang, New York, Osaka, Pekin, Rangoon, 

Rio de Janeiro, Saigon, Samarang, San Francisco, Seattle, Shanghai, Shimonoseki, Singapore, Sourabaya, 
Sydney, Tientsin, Tokyo, Tsinanfu, Tsingtau, Vladivostok (temporarily closed). 

The Bank buys and receives for collection Bills of Exchange, issues Drafts and Telegraphic Transfers 
and Letters of Credit on above places and elsewhere, and transacts General Banking Business. Deposits 
received for fixed periods at rates to be obtained on application. 

London Office :—7 Bishopsgate, London, E.C.2. 
K. YANO, Manager. 














BANK FOR 
RUSSIAN TRADE 


LIMITED 


(Formerly ARCOS BANKING CORPORATION, Ltd.) 


49 MOORGATE, E.C. 2 


Cable Address: Telephone : 
*“SOCRABANK” LONDON WALL 6626 


MITSUI BANK 


LIMITED 


INCORPORATED IN JAPAN 
FOUNDED 1680 


Capital subscribed Yen 100,000,000 
Capital paidup- - Yen 60,000,000 


Reserve Fund - - Yen 53,400,000 
(June 1926) 


» Every Description of Banking & 
Exchange Business undertaken 


Head Office: TOKYO, JAPAN 


Branches in all the principal cities 
in Japan, and in Bombay, New 
York, Shanghai, Sourabaya. 


MAIL AND TELEGRAPHIC TRANSFERS. 
LETTERS OF CREDIT. 
FOREIGN EXCHANGE. 

PURCHASE OF TCHERVONTZY NOTES. 

BILLS DISCOUNTED, NEGOTIATED AND 

COLLECTED. 
SHIPMENTS FROM AND TO RUSSIA 
FINANCED, 
DEPOSIT AND CURRENT ACCOUNTS. 
AUTHORISED CAPITAL - £750,000 


PAID-UP CAPITAL - - £400,000 
RESERVES - - - - £77,500 


LONDON OFFICE : 
Winchester House, Old Broad Street, 
E.C.2 


Telephone- - - LONDON WALL 3221-2 
” ” 4239 


Cable Address ‘‘ MITSUIGINK, LONDON.”’ 





THE BANK OF TAIWAN, iimitea. 




























> 
(REGISTERED IN JAPAN 1899.) 
Head Office: TAIPEH FORMOSA, JAPAN. 
London Office: 25 OLD BROAD STREET, E.C.2. 
CAPITAL SUBSCRIBED Y45,900,000. CAPITAL PAID UP Y39,375,000. 
Branches: AMOY, BATAVIA, BOMBAY, CALCUTTA, CANTON, FOOCHOW, HANKOW, 
HONGKONG, KEELU NG, KOBE, NEW YORK, OSAKA, SEMARANG, "SHANGHAI, SINGAPORE, 
SOERABAYA, SW ATOW, TAINAN, TOKYO, YOKOHAMA, &c., and Correspondents in every 
J principal town in the world. 
The Bank is incorporated by a Charter and is under special supervision of the Imperial Japanese 






Government, issues its own notes in Formosa, conducts general Banking and Foreign Exchange 
Business and acts as Agents for other Banking Instituticns. 
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THE 


STANDARD BANK 


OF SOUTH AFRICA, umiten. 


OTTOMAN BANK 


Established 1863. 


CAPITAL, £10,000,000. 
PAID UP, £5,000,000. 


London Office: 
26 THROGMORTON ST., E.C.2. 


Manager: E. W. H. BARRY. 
Assistant Manager and Secretary: C. E. L. CORTHORN. 
Assistant Manager and Deputy Secretary: R. S.C. PEARCE 
Assistant Manager: W. P. SHEPPARD. 









Bankers to the Government of the Union of South 

Africa; to the Imperial Government in South 

Africa; and to the Governments of Northern 

Rhodesia, Southern Rhodesia, Nyasaland, and 
Tanganyika. 
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Authorised Capital 410,000,000 
Subscribed Capital £8.916,660 
Paid-up Capital - #£2,229,165 




























Reserve Fund - £2,893,335 

et Cn eens | Uncalled Capital - 6,687,495 
N NTIN an roughou JRKEY. : 
MANCHESTER: 56/60 Cross Street. 11,809,995 








MARSEILLES: 41/43 Rue Grignan. 
EGYPT: Alexandria, Cairo, Ismailia, Mansourah, 
Minieh, Port Said. 

PALESTINE: Jerusalem, Jaffa, Caiffa, Nablouz. 
TRANSJORDANIA: Amman. 

CYPRUS: Nicosia, Larnaca, Limassol, Famagusta, 
aphos. 

Filiale for SYRIA: BanquedeSyrieet du Grand Liban. 
GREECE. MESOPOTAMIA. PERSIA. TUNIS. 

(Over 80 Branches in the Near East.) 













Head Office:— 
10 CLEMENTS LANE, LOMBARD STREET, 
and 77 KING WILLIAM STREET, LONDON, E.C.4. 


LONDON WALL Branch—63 London Wall, E.C.2. 
WEST-END Branch, 9 Northumberland Avenue, W.C.2. 
NEW YORK Agency: 67 Wall Street. 
HAMBURG Agency: Bank of British West Africa, Ltd., 
49-53 Schauenburger Strasse. 


OVER 330 BRANCHES, SUB-BRANCHES and 
AGENCIES in SOUTH and EAST AFRICA. 




















The Bank has been established for over 60 years, and 
has its own Branches or Agents in every important 
commercial town in the Near East. 

Drafts and Telegraphic Transfers issued. Letters 
of Credit granted. Exchange, Insurance, and 
Merchandise operations effected. 













Banking Business transacted in 
all Parts of the World. 


BERTRAM LOWNDES, London Manager. 






















THE BANCA FRANCO 
LONDON & EASTERN ROMANA 


TRADE BANK LTD. DE COMMERCE & INDUSTRIE, SOCIETE ANONYME, 


(Established 1920.) Etablie Juin, 1914. 


61/62 GRACECHURCH STREET, 


LONDON, E.C.3 Capital autorisé - 120,000,000 Lei 


Capita! versé - - 80,000,000 ,, 


Telegraphic Address: PA 
EASTRABANK, LONDON. Réserve - - - - 15,000,000 ,, 


CAPITAL SIEGE SOCIAL, 


AUTHORISED - £1,000,000 |} | > Rue Bursci, Bucarest, Roumanie. 
dresse telegraphique: r : 
PAID-UP - - £600,000 T 


ALL KINDS OF BANKING | | 
BUSINESS TRANSACTED. Alexandria, a Campina,Cernauti, 


Constanta, Giurgiu, Orsova, 
Panciu, Ploesti, Rosiori de Ved, 






SUCCURSALES ET AGENCES: 









CORRESPONDENTS IN ALL THE Silistra, Sinaia, _—— a 
a Ree i : Timisoara Turnu, Magurele, Corabia, 
PRINCIPAL COUNTRIES OF EUROPE, Costesti, Draganesti, Faurei, Mizil, 





THE NEAR EAST, AND AMERICA. Moreni, Urziceni, Vida, _Zimnicea. 
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The Oldest 
Insurance Office in the World. 





ALL PRINCIPAL CLASSES OF INSURANCE TRANSACTED 


including :— 


FIRE, ACCIDENT, PLATE GLASS, 
MOTOR, MARINE, &c. 


Chief Office: 63 Threadneedle Street, E.C.2 











||BANCO AGRICOLA | [FIRST National, BANK 


a 0 M E R C H A L 9 BOSTON. MASS., US.A.: 


67 Milk S:reet. 


San Salvador, Central America. BUENOS AYRES: HAVANA: 
99 Florida. Pedro Gomez Mena Bldg. 


Founded in 1895. 


Accepts funds from banking corres- 

pondents for investment in designated 

American Securities, Bank Acceptances, 
U.S. Government Bonds, etc. 





Paid-up Capital - - - $780,000.00 
(U.S. Currency) 
Special Representative: 


Reserve and Contingenc 
s y 24, OLD BROAD STREET, LONDON. 


Funds - - - = = $375,000.00 


(U.S. Currency) 








BACK NUMBERS 





OF 
Junta Directiva. 
RODOLFO DUKE. Director. THE BANKER 
JOSE GONZALEZ, A, ler Director Consullor, 
RAFAEL A. ECHAVARRIA, 20 Director Consultor. 


Owing to the stock being practically 
F. S. BADGEROW, Gerente. 


sold out in certain months, difficulty 
has been experienced by readers in 
obtaining copies. The publisher will 


Collections and General Banking be grateful if readers requiring copies 
would communicate with him at 





Business Transacted. 


9 East HARDING STREET, LONDON, E.C.4. 


BANOUE FRANCO-BELGE DE BULGARIE 


SOCIETE ANONYME. 











Established under the patronage of the Banque Belge pour 1’Etranger (Affiliated to the Société Genérale de 
Belgique), Brussels, and of the Crédit Foncier d’Algérie et de Tunisie, Paris. 
HEAD OFFICE: SOFIA. Branch at Roustchouk. 

Affiliations: Banque de Plovdiv, Plovdiv (Philippople), Banque Bulgaro-Belge, Bourgas. 
CAPITAL « - m - LEVA 80,000,000 
Telegraphic Address for Head Office and Branch: FRANCOBELG. Codes used: Bentley’s, Lieber’s 5-letter, 

Peterson’s International Banking Code, Peterson’s International Code, 2nd Ed. : 
Banking connections throughout Europe and America. Specially organized Services for the Collection of 
Foreign Documentary and Clean Drafts. 
International Banking facilities of every description. 
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ALLIANCE 


Assurance Company Limited. 


Head Office: 


BARTHOLOMEW LANE, LONDON, E.C. 2 
Established in 1824, 


Assets exceed £25,000,000. 


Directors: 
CHARLES EDWARD BARNETT, EsqQ., Chairman. 
LIONEL N. DE ROTHSCHILD, Esq., O.B.E., Deputy-Chairman. 
Str IAN HEATHCOAT AMORY, BarT., C.B.E. ; C. SHIRREFF HILTON, Esq. 








RIGHT HON. VISCOUNT BEARSTED, LL.D. W. Douro Hoare, Esq., C.B.E. 
FREDERICK CAVENDISH BENTINCK, Esq. R. M. HoLtaNp-ManrtTIN, Esq., C.B. 
ALFRED FOWELL BuxTON, Esq. Davip LANDALE, Esq. 

JOHN CaTor, Esq. Sir CHRISTOPHER T. NEEDHAM. 


Lorp DALMENY, D.S.O., M.C. 
Mayor GERALD M. A. ELLIS. CECIL FRANCIS Parr, Esq. 

FREDERICK CRAUFURD GOODENOUGH, Esg. | COMMANDER M. P. B. PoRTMAN, R.N. 
THE MARQUESS OF HARTINGTON, M.P. HENRY ALEXANDER TROTTER, Esq. 





THE ALLIANCE 


grants 


INSURANCES OF ALL KINDS :— 


LIFE (with and without Profits). Assurances with Disability Benefits. 
Estate Duty Policies. Staff Assurance and Pension Schemes. 
Group Life Assurances. Children’s Deferred Assurances 
and Educational Endowments. Annuities. 


SINKING FUND and CAPITAL REDEMPTION. 
FIRE. 

MARINE. 

BURGLARY and THEFT. 


ACCIDENTS of all Kinds: Personal Accident and Disease, Third 
Party, Drivers’ Risks, Lift, Plate-Glass, and Workmen’s Compensa- 
tion with Special Policies for Domestic Servants. 


MOTOR CAR, MOTOR CYCLE. 
FIDELITY GUARANTEE. LIVE STOCK. 
BOILER and MACHINERY INSURANCE and INSPECTION. 


COMPREHENSIVE POLICIES FOR BUILDINGS OR CONTENTS OF 
DWELLING-HOUSES. 


THE COMPANY IS EMPOWERED TO ACT AS EXECUTOR AND 
TRUSTEE. 


Particulars of any of the above will be sent on request. 
T. B. Ponsonby, General Manager. 
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MARINE (0/7M\\ 7) ACCIDENT 


LIFE BONUS 1926: 
COMPOUND REVERSIONARY BONUS OF £2% per annum, 


1 KING WILLIAM STREET, E.C. 4. 


Marine Dept.:— 7 ROYAL EXCHANGE, E.C. 3. 


ASSETS EXCEED 
£11,000,000 


THIRD CENTURY OF ACTIVE BUSINESS. 


BRANCHES AND AGENCIES THROUGHOUT THE WORLD. 
APPLICATIONS FOR AGENCIES INVITED. 
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NDUSTRIAL change and financial 
difficulty during 1926 present im- 
pressive economic facts. Broadly 

speaking, the year may be said de- 
finitely to have encouraged the growth 
of the trust movement, and, in finance, 
to have suggested that British tax- 
payers will not readily reduce their 
current burden of a round £825 mil- 
lion per annum. 

In legislation the Government have 
set up a central electricity board, with 
power to invite capital up to £33} 
million guaranteed by the British 
Treasury. To that board will fall the 
duty of selecting a limited number of 
generating stations, fixing the areas 
of supply, undertaking the gridiron, 
or main transmission lines, adjusting 
the tariff at which electricity is to be 
transferred to it, and resold to dis- 
tributors and others—in short, the 
Act embodies the compulsory powers 
which were denied in the legislation of 
1919, but which in this more drastic 
form were regarded as essential to 
3ritish industry by the Weir Com- 
mittee. Criticized in Parliament on 
the ground that the scheme was 
socialistic the Government contended 
that it was in effect a reply to socialism, 


but strict definition would probably . 


say that electricity is now for all 
practical purposes a regulated in- 
dustry. In this respect it has taken 
its place with railways under the 
Railways Act of tg21; the two 
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measures have certain common fea- 
tures. If electricity and railways fall 
a little short of full public corporation 
it is undeniable that broadcasting, 
after December 31, 1926, will be in 
exactly that category. That step was 
unanimously recommended by the 
Crawford Committee, and adopted by 
the Government and by Parliament. 
In other departments of legislation a 
somewhat similar tendency has been 
visible. Practical idealists urge that 
this is the next stage in industrial 
evolution—the establishment of the 
principle of public utility. Many 
publicists believe that if the report of 
the Royal Commission on the Coal 
Industry had been adopted and fully 
applied coal, too, would have been 
in practice regulated; they deplore 
the fact that all parties to the dispute 
misused their opportunities. 

Side by side with these important 
legislative influences amalgamations 
have proceeded rapidly in newspaper 
and printing establishments, in cer- 
tain branches of the heavy industries, 
in drapery and other distributive 
trades. There are, however, two out- 
standing cases. The first is a great 
chemical combine, including Nobels 
Explosives, Brunner Mond and Com- 
pany, the United Alkali Company, and 
British Dyestuffs, with an aggregate 
capital of £56,000,000. On paper the 
companies are to maintain their 
identity, but for the purposes of a 
“united front” to the competition of 
Germany and the United States the 


THE FRONTISPIECE. 
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federation must be effective. Sir 
Alfred Mond has publicly associated 
himself with the movement to get rid 
of the waste of small, competing 
concerns, which are regarded as no 
longer appropriate to British and 
world economic progress. The second 
is the International Steel Cartel. Ger- 
many, France, Belgium, and Luxem- 
burg have united for the purpose of 
regulating a large part of the steel 
production of Europe. Under elabor- 
ate agreement a quota of output has 
been assigned to constituent com- 
panies, with penalties for excess, the 
main object is stabilization of price. 
For the time being Great Britain 
remains outside, partly, according 
to current argument, because the 
domestic organization of our steel 
industry is not so complete as that of 
other European countries; but many 
believe that some form of association 
will soon be desirable, if not inevitable. 
In any event, taking these and other 
tests, 1926 (no doubt partly because 
of the full weight of post-war indus- 
trial distress and dislocation, aggra- 
vated by high taxation and other 
burdens) has contributed largely to 
the development of regulated in- 
dustry, sales association, and definite 
trust organization. 

Financially the year has been un- 
happy. In 1925 Mr. Churchill had to 
find £23 million for subsidy to the coal 
industry; that led to a deficit in the 
Budget of 1926. Seven months of 
coal stoppage threw away such value 
as might have attached to the sub- 
sidy, and brought all manner of fresh 
obligations. Aggregate revenue is 
still, in round figures, £825 million, 
or more than four times the pre-war 
total: at the end of the year, while 
customs and excise, road fund and 
other elements compared favourably 
with 1925, income tax, super tax, and 
the remainder of corporations profits 
tax showed leeway of nearly {30 mil- 
lion; and a deficit in April is regarded 


as inevitable. The choice will prob- 
ably lie between an increase of taxa- 
tion (sixpence on income tax is often 
suggested) and raid of the sinking 
fund. But the latter is very difficult 
in view of {goo million of maturing 
debt within the next year or two. If 
that is to be converted on more 
favourable terms British credit must 
be resolutely sustained at every point ; 
serious damage would be done by 
even mild raid of sinking fund pro- 
vision. The year has, therefore, 
emphasized — the apparently static 
character of the load of taxation ; and 
not less that of the national debt, the 
service of which, with the existing 
sinking fund, still absorbs nearly 
{1 million a day. Innumerable Par- 
liamentary committees consider that 
further economy will be very difficult, 
especially as much of the Government 
expenditure is regulated by the level 
of prices; hopes then turn to indus- 
trial recovery, greater output, more 
successful appeal to the markets of 
the world, and economic peace. 
During 1926 the post-war debt settle- 
ments have clearly left Great Britain 
in possession of a very substantial 
part of the obligation. Opinion in 
America is moving in the direction 
of a re-study of allied debt, but only 
slowly; the United States generally 
still regards the debts as commercial 
propositions ; and since payment has 
not so far led to more than very minor 
tariff and exchange difficulty the 
“commercial” view is definitely on 
the throne. In Britain, on the other 
hand. the events of 1926 prove that 
over and above the sacrifice of one- 
half of the allied £2,000 million due 
to us which was made in the Balfour 
declaration the individual settlements, 
as with Italy, almost always involve 
further concession. If the trust move- 
ment brings genuine economy and 
efficiency in important branches of 
industry and commerce it will be 
easier to face the burdens of national 
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finance; but, in the most favourable 
light, both must work together in a 
determined manner if overseas trade 
and the home standard of life and 
employment are to be adequately 
protected. 


The Financial Future of 


Local Authorities 


RITISH local authorities are 
now definitely anxious regard- 
ing their financial future. Be- 
fore the war the total sum derived 
from local rates in Great Britain was 
approximately £80 million per annum ; 
to-day it is practically double that 
sum, the allocation being £143 million 
in England and Wales and £17 mil- 
lion in Scotland. The authorities 
contend that the tendency of recent 
legislation has been to increase their 
burdens. They urge that the modifi- 
cation of the position of surpluses 
under the National Health Insurance 
Acts will react on their public health 
finance; that the diversion of £6 or 
{7 million from the Road Fund to 
general revenue is already adding to 
local obligation in road development 
and maintenance; that the revision 
of the rules of Unemployment Insur- 
ance Act benefit has turned over con- 
siderable numbers of the unemployed 
to the Poor Law, in other words, to 
local rates; and that the reduction of 
the subsidy under the Wheatley 
housing scheme must have the same 
effect. But the more urgent part of 
their complaint refers to the enor- 
mous increase in local rates due to 
provision for the unemployed. Out- 
relief in England and Wales in normal 
years before the war ran between 
{2 and £3 million per annum. At 
present it is £15 to £17 million. 
The most adversely affected are 
the necessitous areas, like some parts 
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of the South Wales coalfield, Middles- 
brough, and the north-east coast, 
Barrow, due to great slump following 
hectic wartime effort, much of the 
West of Scotland, and the East End of 
London. A small area like Bedwelty 
has an aggregate debt of more than 
£1 million, costing £50,000 a year; 
in many districts the local rates are 
between 20s. and 25s. in the pound, 
and in one or two instances even 
higher. On the ground that the dis- 
tress is due to national rather than 
local causes, and that the local rate 
(imposed on valuation without refer- 
ence to strict ability to pay) is a 
greater burden on the recovery of 
industry than a national tax (since 
the latter is not payable unless profits 
have been earned), these areas have 
repeatedly pressed the Government 
for special assistance. But the diffi- 
culty has been to find a formula which 
would be fair to other districts and 
not upset the general relationship 
of national to local finance. Hitherto 
all schemes have been rejected; and 
the position of national finance is so 
serious that the Government have 
definitely announced that no scheme 
for the exceptional aid of the necessi- 
tous districts is under consideration. 
They have indicated, however, that 
negotiations are proceeding with the 
local authorities with a view to the 
institution of a system of fixed or 
block grants, to replace the present 
method of percentage grants under 
which, in public health and education, 
the State pays 50 per cent. of approved 
local expenditure; 75 per cent. of 
the cost of treatment of venereal 
diseases; and roo per cent. of the 
outlay on certain pert sanitary ser- 
vices. While the precise details are 
not announced it is thought that the 
Government (presumably in the in- 
terests of national economy) will fix 
the aggregate sum available for the 
local authorities in respect of these 
services for a period of, say, three 
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years; that the local authorities will 
be guaranteed that amount, and 
encouraged to accept it by the offer 
of freedom from certain forms of the 
centralized control which the percent- 
age system involves. That the local 
authorities will resist the scheme is 
certain, especially in view of the 
transfer of burdens to which reference 
has already been made. But the 
Government also say, as regards the 
necessitous areas, that within a scheme 
of block grants they think it might 
be possible to weight the State con- 
tribution in favour of this distress on 
the basis of a ratio of the extra num- 
bers of people to the rateable value 
of the area related to the extent to 
which it is below the average of such 
value per head of the population for 
the country as a whole. The broad 
effect of this proposal would be to 
redistribute the State contribution 
among the local authorities. Dis- 
tricts ranking as necessitous would get 
a little more ; other districts would get 


less. In other words, it would be 
domestic rearrangement among the 


authorities ; it does not mean that the 
State will make additional contribu- 
tion. For that reason the device is 
not likely to be well received; at the 
moment the authorities are mobiliz- 
ing their forces with a view to showing 
that unless the Government comes 
definitely to their assistance the 
burden of local rates will be so heavy 
in many districts as seriously to 
impair their chances of effective 
competition in home and overseas 
markets. Some of them seek relief 
from their capital liabilities, in re- 
quests to the national Exchequer to 
assume at least a portion; others 
plead for a contribution to their 
annual obligation. But with a deficit 
in view in April, and {900 million of 
maturing debt to consider in the near 
future, the Government will probably 
insist that they are in no better case, 
and that mere rearrangement of 


resources among the authorities must 
be the limit of their effort. 


The Dawes Plan and German 
Economic Conditions 


ns periodical reports of Mr. 
S. Parker Gilbert, the Agent- 
General for Reparation Pay- 
ments, are important public docu- 
ments. Not only are they full of 
interesting information about German 
economic conditions—and Germany is 
beginning to resume her pre-war réle 
of leader in European economic 
experimentation—but they _ serve, 
owing to the admirably detached 
spirit in which they are written, 
as powerful guides to public senti- 
ment. They carry on, in other words, 
the admirable work of the Dawes 
experts, that of lifting the whole 
reparation controversy on to the 
plane of a scientific objectivity. 
Germany has found no difficulty 
in fulfilling the obligations resting 
upon her in the second annuity year, 
and has done so without having either 
to raise the domestic loan or sell the 
preference shares of the German 
Railway Company which the original 
plan suggested might be done. On 
the contrary, the surprising fact 
emerges that Germany has been able 
to create an “‘export surplus” exceed- 
ing the net amounts which the 
Agent-General has transferred in 
foreign correncies, though not exceed- 
ing the amount which he has trans- 
ferred in cash. The total transfer in 
terms of foreign currencies amounted 
to 416 million gold marks, of which 
only 65 millions were actually trans- 
ferred in cash. Against this Germany 
had a merchandise export surplus of 
300 million marks, exclusive of de- 
liveries in kind on reparations account. 
It is estimated that earnings on 
transport undertakings—shipping and 
transit trade—came to another 300 
millions, so that against transfers of 
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460 millions there isan export surplus of 
600 millions. It follows from this that 
in so far as Germany borrowed from 
abroad, none of the borrowings were 
last year required to meet reparation 
payments ; indeed, in addition to loans 
of about 750 millions, Germany 
was entitled to another 140 millions, 
representing the balance of the sur- 
plus over reparations, from foreign 
countries. What is happening in the 
German capital market would thus 
appear to be the exact opposite to what 
has been happening here: we have 
been lending “long” and borrowing 
“short’’; Germany would seem to 
be lending “‘short’’ and _ borrowing 
“long.’’ Or, what comes to very much 
the same thing, the net borrowing of 
Germany is rather less than appears at 
first sight. 

It would be a mistake, however, to 
assume that in the future so favour- 
able a result, from the standpoint of 
the transfer problem, must always 
obtain. In the first place, we are now 
approaching the years in which the 
annuity amounts rise considerably. 
In the normal course they would have 
been 2,000 millions in 1927-28, and 
2,750 millions in 1928-29, assuming 
that Germany’s liability to pay extra 
amounts, if the income from the 
controlled revenues had risen, as they 
have actually done, above a certain 
figure, had come into operation. It 
is true that in consequence of a special 
agreement concluded in September 
last, these ‘Supplemental Con- 
tributions”’ have been converted into 
an obligation to pay a single contri- 
bution of 300 million gold marks in 
the third annuity year, so that in the 
current annuity year Germany will 
actually only have to pay 1,750 mil- 
lions, and 2 2,500 millions in the years 
1928-29. The absolute increase in the 
annuity is thus 550 millions and 
1,300 millions respectively for the two 
years in question. If Germany is to 
have the same net surplus over 
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transfers to foreign currencies that she 
has actually had in the last annuity 
year, her export surplus must increase 
by 550 + 140 and by 1,300 + 140 
millions in two years, or by £35 and 
£70 millions. In addition to this, it 
must be remembered that the decline 
in imports is in part the result of 
industrial depression, whilst Germany 
has benefited in an especial degree 
from the British coal stoppage, which 
meant a ready market for surplus 
stocks of coal. 

In two respects the German finan- 
cial situation resembles our own. 
Ever since the depression set in in 
British industry there has been a 
constant struggle between the central 
and the local authorities on the ques- 
tion of the distribution of the financial 
burden. The same _ problem has 
appeared, under a somewhat different 
guise, in Germany, where the local 
authorities are largely dependent for 
their income upon the proceeds of 
taxation gathered in by the Reich. 
The result is that the finances of both 
are embarrassed. In the _ period 
immediately after stabilization, when 
the high tax rates brought in a large 
yield, the local authorities were en- 
couraged to be wasteful because their 
share of the revenue rose; now that 
the period of surpluses has disap- 
peared, ‘the budgets of many of the 
States and communes are already 
showing signs of some pressure. In 
the long run this should have the 
healthy effect of reducing public 
expenditures, but for the present it 
seems to be reflected chiefly in an 
increasing tendency among both the 
States and the communes to finance 
themselves by borrowing money 
abroad as well as at home.” But 
municipal borrowing brings the local 
authorities into conflict with the 
credit policy of Dr. Schacht, who is, as 
is well known, anxious to confine Ger- 
many’s foreign loans to those which 
are self-supporting, as well as into 
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conflict with the necessities of German 
industry, which must obviously pay 
higher interest charges—at home and 
abroad—so long as the public autho- 
rities themselves are borrowing 
heavily. 

The second respect in which Ger- 
man finances resemble British is in 
regard to the unemployment situation. 
Whereas unemployment relief ab- 
sorbed only 36 million marks in 
1924-25, and 164 millions in 1925-26, 
the Budget estimate for the fiscal year 
1926-27 amounts to no less than 
491 millions, or nearly 5} per cent. of 
the total expenditure, including the 
cost of the Dawes Plan. But this is 
by no means all. In addition to direct 
relief, the State has adopted the policy 
of “productive tried unemployment 
relief’’ which resembles the policy 
which Sir Alfred Mond tried to 
popularize over here some time ago. 
Not only public works, but grants to 
private or State-owned enterprises, are 
included under this head. The inevit- 
able difficulty has arisen that the good 
done directly is offset by the evil done 
indirectly. Thus the report draws 
attention to the fact that among the 
proposals being discussed are “ pro- 
jects for the building of new canals 
and the extension of existing ones. 
Most of these canal proposals, it ap- 
pears, are still in the stage of discus- 
sion. Generally speaking, — their 
economic value would seem to be open 
to grave question, and in most cases 
the chief result would be to sub- 
sidize competition with the German 
Railway Company.” 

One of the most astonishing results 
of modern social reform measures is 
the steadiness they impart to certain 
indices of well-being, which, from 
pre-war experience, it would be 
thought would fluctuate with the 
volume of employment. The figures of 
the German co-operative stores reflect 
in no way the economic depression 
from which Germany has been sufier- 


ing. Though seasonal changes are re- 
flected in an amazingly similar way 
year by year, yet the level of average 
weekly “purchases per member is 
higher for every successive year since 
1524. It is true that the report points 
out ‘‘that the co-operative stores 
themselves have followed an aggres- 
sive sales policy, and that in the 
last two years many non-purchasing 
members have been eliminated and 
their places taken by active buyers.” 
Still, one would not have expected 
the average to be higher for 1926 than 
it was for 1925. The consumption of 
beer and tobacco, after falling sharply 
in the last quarter of 1925 (and as 
regards beer, the first quarter of 1926) 
has been on the increase again to 
almost record (post-war) _ levels. 
Again, wages do not seem to have 
fallen as a consequence of depression, 
though their rise has been checked; 
and, finally, savings-deposits have 
been rising steadily thoughout 1926 
and the last quarter of 1925, though 
the month-to-month increase has 
sometimes fallen absolutely, and, of 
course, even more percentually. 
The main problem before Germany 
is the effect of the rationalization 
policy, to which the business world 
stands committed. Desirable as this 
policy may be on general economic 
grounds, it has had, and will continue 


to have, the effect of dislocating 
the labour market. The level of 


unemployment is likely to remain 
higher in Germany than before the 
depression, and thus a difficult social 
problem is created for the public 
authorities of the Reich. 


The Policy of the 
Reichsbank 


HE Report of the Commis- 
sioner of the  Reichsbank, 
which appears simultaneously 


with the Agent-General’s Report, 
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deals not only with the technical 
details of the note issue, etc., but 
throws some valuable light upon 
certain phases of credit policy in 
Germany. As is well known, the 
Reichsbank “ unpegged”’ the dollar 
on August 23, 1926, with the result 
that the dollar can now fluctuate 
within the gold points. It cannot 
move beyond the gold points, because 
the Reichsbank is bound to accept 
gold at the Mint price less the seign- 
iorage charge ; and, on the other hand, 
the bank has publicly stated its 
intention of releasing gold if necessary 
for the purpose of supporting the 
currency. This statement was made 
by Dr. Schacht before the Committee 
of Inquiry which is at present in- 
vestigating economic conditions in 
Germany. 

The importance of this unpegging 
of the dollar is greater than appears 
at first sight. In recent months, in 
spite of considerable and contentious 
reductions in the Official Rate of 
Discount, the bank has largely lost 
control of the market, as evidenced 
by the continuous decline in its 
volume of bill holdings. It is true 
that the decline in re-discounts has 
been accompanied by a continuous 
increase in the volume of gold and 
foreign currencies held, so that the 
bank has in fact been practising a 
policy of substituting gold assets for 
domestic bills, i.e. a policy of strength- 
ening its reserves. But, since market 
rates have been falling all the time, 
the bank has found the unpegging 
of the dollar a useful minor means of 
keeping in touch with the market at 
the end of the month. “So long as 
they could reckon on a fixed dollar 
rate at the Reichsbank, the private 
banks preferred at the end of the 
month to obtain the mark sums they 
required by handing over their own 
holdings of Devisen (or Devisen 
borrowed for the purpose) to the 
Reichsbank, thus limiting the costs 
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of the operation to the loss of the 
interest on the Devisen. With the 
unpegging of the dollar there is no 
longer any certainty for the banks of 
getting back their Devisen at the 
same price at which they let the 
Reichsbank have them, and_ the 
settlement requirements are in general 
now once more financed in the normal 
manner by discount of bills or 
borrowing against collateral.” 

One feature of the currency situa- 
tion in Germany at the moment 
appears to have escaped general 
notice. The Government is em- 
powered to issue a volume of token 
currency not exceeding twenty marks 
per head of the population. It has 
so far issued an amount equal to 12 
marks per capita, and, as the Bednt 
accounts show, quite considerable 
profits have in consequence accrued 
to the State, amounting to 314 
million marks in the last two fiscal 
years, and estimated at nearly another 
300 millions in the current fiscal 
year 1926-27. But there are already 
signs that the capacity to absorb 
more of these token coins is coming 
toa head. During the period under 
review, the Reichsbank’s stock of 
tokens, largely in 50 Pfennig pieces, 
which the public dislikes, has grown 
to an immense sum. On this 
the Commissioner remarks _ that, 
“ Apart from the consideration that 
this sum is neither more nor less 
than an advance without interest to 
the Reich, such a charge on the Cen- 
tral Bank in respect of coin holdings 
can only be an obstacle in the way 
of sound banking policy.” 

The period under review has been 
characterized by very cheap money 
in the German short-loan market. 
The monthly averages which are 
usually quoted do not bring this out 
with sufficient clearness, because these 
averages include the rise in the rates 
brought about by the periodical 
stringency at the end of the month. 
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“For the remainder of the month, 
day-to-day money for first-class 
borrowers continued into _ recent 
months to be quoted round about 
a minimum figure of 3 per cent.” 
Such low rates are in themselves a 
sign of the business depression and of 
the reluctance to invest in long- 
period loans, and contribute therefore 
to the tendency of long-period interest 
rates to remain high and to invest 
German short-period money in foreign 
centres. The exaggerated “ spread ’ 
of long and short rates—in spite of 
official efforts to reduce it—has had 
other consequences of a more ques- 
tionable kind. “One result is that 
the volume of money employed in 
stock exchange speculation is age 
than it would otherwise be, and 1 
addition this development poi 
the position of the Reichsbank in the 
market more difficult.” 

No doubt something can be done by 
way of official discouragement of 
‘unproductive ”’ borrowings to bring 
down the long-period rate of interest ; 
but, apart from the difficulty that a 


decline in interest rates may check 
savings, it is not easy to see how 


equilibrium can be restored by any 
artificial measures. The basic con- 
ditions would seem to be the restora- 
tion of confidence in the future of the 
country, which will make the absorp- 
tion of long-period loans easier, and 
the continued decline in short-period 
rates, which will make long-period 
lending progressively more attractive. 
In any case, the rates ruling in the or- 
ganized short-loan market are no index 
of the price of bank accommodation 
generally. Interest on advances in 
September was still 7 per cent. with a 
further charge of 2 per cent. in the 
shape of commission. This compares 
favourably with the rates of October 
1924, viz. I2 per cent. interest plus 
4} per cent. commission, but it shows 
that earnings from short loans must 
still be very high; in itself, therefore, 


a discouragement to long-period 


lending. 


An Inadequate Settlement 


HE Chancellor of the Ex 
chequer intimates that he has 
accepted in settlement of con- 

tribution towards war burdens of the 
British Isles a proposal of liability for 
£500,000 of war stock. by the Isle 
of Man. This is added to £260,000 
already given, making a total of 
£760,000, which is taken as settle- 
ment in full. On that basis the 
British public will naturally turn 
to the report of the Privy Council 
Committee over which the Duke 
of Atholl presided some time ago 
for the purpose of inquiring into 
the possibility of contribution to 
British war burdens by the Channel 
Islands and the Isle of Man. The 
present settlement falls very far 
short of what that committee unani- 
mously recommended. 

Under the Act of 1866, dealing 
with customs, the Isle of Man makes 
perpetual payment of £10,000 to the 

sritish Exchequer. The committee 
recommended that the British Parlia- 
ment should amend the Act by in- 
creasing the permanent contribution 
to £50,000; that an additional pay- 
ment of £50,000 should be made, to 
give a total contribution of £100,000 
for a period of fifty years; and that 
that sum should include the annual 
payment of £20,000 which the island 
is making at the present time. In 
other words, the proposals involved 
an additional payment of £70,000 per 
annum for a limited period of years. 
The present contribution is little 
more than seven years’ measure of 
that additional sum. Moreover, the 
committee considered that on all 
the evidence before them the Manx 
Government could raise that amount 
without difficulty; they showed that 
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it would be only a fraction of the 
revenue derived in the island from 
persons resident in the United King- 
dom; and that no disturbance of its 
industry was likely to follow. But 
along with the Channel Islands the 
Isle of Man has fought steadily for a 
much smaller contribution, mainly on 
the ground that both the British 
Government and the Privy Council 
Committee exaggerated the insular 
economic resources. Since the settle- 
ment in the Isle of Man may influence 
the controversy in the Channel Islands 
—with which, so far, no agreement 
has been concluded—it is_ worth 
recalling that the committee recom- 
mended that Jersey should make 
a minimum annual contribution to 
Great Britain of {120,000 for a period 
of one hundred years; that that 
would still leave the Jerseyman in a 
much more favourable position than 
the British taxpayer ; and that Guern- 
sey should pay £75,000 annually for 
the same period. At the time of the 
inquiry Jersey had no income tax or 
super tax; its revenue was raised 
almost entirely from import duties; 
and these were generally lower than 
the duties in force in Great Britain. 
The broad principle adopted in all 
cases was, first of all, to exclude the 
constitutional issue. It is believed 
that the British Parliament has un- 
questionably the legal power to impose 
taxation on the Chi annel Islands, with 
or without their consent, but the 
_— object of the inquiry has been 
o proceed with the largest possible 
measure of agreement. Secondly, 
these islands make no direct contribu- 
tion to Imperial expenses. It was 
urged that as they were not repre- 
sented in Parliament they should not 
be required to contribute to funds 
which were subject only to the control 
of Parliament. But that was met by 
the clear statement that under no 
circumstances would any of the 
islands be expected to contribute to 
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expenditure on British social services, 
from which they derived no direct 
benefit. Thirdly, the domestic issues 
having been separated, the committee 
showed that taking the population of 
Great Britain and Northern Ireland 
at 44,000,000, taxation in Great 
Britain on this basis was about 
{11 10s. per head in respect of Im- 
perial services, and {3 15s. per head 
in respect of local services ; as regards 
the late war the tax burden per head 
was approximately £8, which was 
included in the estimate of {11 Ios. 
It was then shown that if the Channel 
Islands and the Isle of Man made 
contributions on the lines suggested 
by the committee the taxation in 
respect of Imperial and war burdens 
would be £2 gs. per head per annum 
of the people of Jersey, {1 19s. 
per head in Guernsey, and {2 per 
head in the Isle of Man, as compared 
with the {11 Ios. per head in the 
British Isles. But argument on these 
precise and impressive figures has 
been relatively unavailing ; the islands 
tend to concentrate largely on their 
limited area, and on what they regard 
as the precarious nature of their 
industry (although they have never 
been near collapse); and, finally, 
it is generally hinted that if they make 
regul: ir contribution, even for a fixed 
period of one hundred years, they 
will part with a measure of their con- 
stitutional autonomy. That is in 
no sense in issue; but local organs of 
opinion have sought to keep it in the 
public mind, It is impossible at this 
stage to suggest the probable settle- 
ment with the Channel Islands; but 
the acceptance of the offer of the Isle 
of Man must be regarded as likely to 
beat down the amount which they will 
finally propose. And the difficulty is 
that if abatement from the recom- 
mendations of the Duke of Atholl’s 
Committee is conceded in one case it 
will be virtually impossible to refuse 
it in the other. 
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The Menace of Industrial Strife 
By the Right Hon. J]. Ramsay MacDonald, M.P. 


O argue on paper in favour of industrial peace 
seems to me to be a profitless pastime; to 
appeal for it in pious and weary words is only 
irritating. I know that there are some who believe that 
industrial friction and bad temper should be kept up, 
and that they are to be found in the ranks of both capital 
and labour, but the way to deal with them is not to 
argue with them and ask them to give their affections 
to bouquets of trite, wordy wisdom. That only does 
harm. The great mass of the people on both sides know 
perfectly well that both security and progress depend 
upon peaceful and hearty co-operation, and what troubles 
them is how to devise practical means for securing this 
desirable state of affairs. 
The recent coal dispute and its manner of settlement 
will long be an irritant and will keep passion hot, and 
certain threatened legislation will serve the same unhappy 
end. There must be men of some influence in finance, 
industry and politics greatly disturbed by the outlook 
and anxious to be useful in clearing it. I believe if they 
came together, surveyed the situation, agreed upon some 
line of action and took it, they could make their authority 
effective in removing the immediate causes of our gloomy 
prospects. So long as some features in some of the 
district agreements last, so long as they are administered 
in the offensive way that some of them are _ being 
administered, so long as the Government gives proof of 
its hostility to trade unionism, we can whistle for 
peace, but we shall not get it. The last point may savour 
of party controversy and that should be kept out 
of this discussion as much as possible. I put it in, 
however, because no one in touch with trade unionists, 
and with the men of sanest judgment in the unions, 
can hide from himself the fact that, whether with ground 
or without it, what I have said is universally believed, 
and is an important element in our present discontents. 
In domestic as in international affairs, we can get 
no peace until we have established the conditions of 
peace, and to-day, everything we are doing is teaching 
both capital and labour that they can have their will, 
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whether just or unjust, wise or foolish, if they accumulate 
and organize the power to enforce it. A new mentality 
has to be created, but that can be done only when new 
relationships have been established which operate by 
fair play and considerate justice. For the time being, 
this has been completely destroyed by the blindly 
passionate political propaganda which issued from the 
general strike and which obscured its real purpose and 
significance. Since that propaganda has failed in its 
political purpose, is it not time to turn over a new leaf 
and try to undo the industrial mischief it has done ? 

There is now a mass of reports upon how our rivals 
in America, Germany and elsewhere are securing peace, 
but no organized and effective action is being taken 
to make these reports and experiences fructify in our 
own practice. They ought not to be left on bookshelves 
already crammed with such literature; steps should be 
taken to get them adopted in our industry. Nor is it 
enough that an enlightened employer here and there 
should be benefiting by them. Industry as a whole 
should be responding to them. The evil effect of a bad 
employer is greater on the mass mind of labour than the 
good effect of a good employer. The good employer 
has a responsibility not only to his own workmen, but 
to all those employed in his industry. We must think 
in industries not in workshops. The days of personal 
limited responsibilities are over. The call that comes 
to men of an energetic interest in life is for work in an 
ever-widening field, because there is no longer a self- 
contained narrow one. 

This last point must be emphasized in view of the 
escape that certain firms are seeking from present troubles 
by making agreements special to themselves and forced 
upon their workpeople as conditions of employment. 
This may have a temporary success, but it cannot be 
permanent. These are like national agreements come to 
after a war which arise from war conditions and weaken 
as these conditions disappear. Their effect upon the 
general mentality is bad. They give up the general problem 
and leave others to straighten it out. If the desert was 
the home of perpetual sandstorms, no oasis could live in it. 
Industrial peace cannot come from agreements ruling 
in individual workshops, but from the contentment 
prevailing in the trade. 
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These separate agreements diminish rather than 
amplify goodwill, and everything done should be aimed 
at creating on both sides a belief in each other’s genuine- 
ness. Until that foundation is laid all palaces of peace 
will be built on sand. From the point of view of theoretic 
economics there is no antagonism between capital and 
labour in production, because if there be such rivalry 
the interests of both will suffer. Paper truths are not 
always practical truths. Industry is not conducted in 
an economic vacuum. Its machinery is subject to strain 
and friction, and as a matter of descriptive fact an- 
tagonism does exist. How that antagonism can be 
diminished is the most urgent problem of our day, and it 
must be approached in a cold scientific frame of mind. 

The relation of master and servant was workable so 
long as there was direct personal contact between the 
two. When business was conducted as a family concern, 
when the master was a friend of his workpeople, knew 
them at home and called them naturally by their Christian 
names, the family spirit appeared in the workshop, and 
both prosperity and distress were in a measure shared. 
The limited liability company, the huge amalgamated 
concern, the enormous increase of share capital, the 
universal employment of agent managers, the revolu- 
tionary development of business organization on its 
purely financial and managerial side, have ended the 
family and personal epoch. A highly organized economic 
machine has taken its place. We cannot hark back. 
It would be ruinous were we to try and do so. We may 
have over-centralized, as Mr. Ford in his latest work seems 
to suggest, but the trust, the amalgamation, the vast and 
complex machine have come to stay. 

The question which therefore arises is: What ought 
to be the place of labour in that machine? To give it 
a shareholder’s interest has been advocated. The results 
have not been encouraging, and only a few industries 
vield themselves to that treatment. Nor, indeed, is it of 
first importance. What is required is that the personal 
relations of the old order should be translated into the 
terms of the new order and embodied in its mechanism. 

The psychology of master and servant should go. 
There was a subtle effect of the old order, that whilst that 
relationship obtained nominally as a matter of fact 
there was much mutual consultation and consideration, 
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and it was in the industries and at the moments when 
those failed that we had our Luddite and similar episodes. 
To subordinate masses of men to the needs of the economic 
wiachine has never been good in its results and has 
always been provocative of friction. The workpeople, 
however, want to understand the machine and to be 
put in the position of feeling a security that it is not 
always being worked to their disadvantage. 

Let me illustrate my meaning from the recent coal 
dispute. The psychology of that dispute was vitiated 
and complicated by the prospect of extraneous subsidies, 
but I shall try to eliminate that. The owners’ case was 
that the exchange value of coal could not bear the wages 
that had been agreed upon in 1924. Upon that the whole 
dispute, in the critical months before the crisis, turned. 
Had that been handled with any diplomatic skill there 
would have been no stopping of work with the con- 
sequences that followed. Now, quite frankly, the men 
did not believe the owners’ plea. They were convinced 
that the accounts were cooked, e.g. the prices of trans- 
ferred coal; that there were waste and mismanagement ; 
that economies other than in wages could be effected. 
They may have been wrong—if they were, the point I 
am making is enforced—but every coalfield held 
that belief, and it was an essential part of the 
propaganda that preceded the crisis. Is it not a 
tragic fact that in the working of the economic machine 
no provision was made for either proving or disproving 
that conviction? In plain language, the men were told that 
it was not their business to hold any such beliefs, that 
their accountants ought not to inquire into how figures 
were arrived at and let them know, that they had to take 
as settled gospel what the owners told them. Here is 
the relationship of master and servant driven to a 
disastrous extreme. 

Workpeople ought to know the working of the 
machine. If it is working against them, they ought to 
see it in operation and be convinced that it cannot do 
otherwise under the circumstances. If reductions in 
wages or increases in hours are demanded, explanations 
should not come after the demand has been made upon 
men who have been kept outside; and when they are 
made it should not be by men who consider themselves 
and act as ‘“‘ boss of this show.” The men should be 
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inside the machine, should be in touch with the manage- 
ment, should be regarded as part of the management, 
and should have as much liberty as the managing 
agents to make their knowledge and experience available 
for the organization of industry. The workpeople must be 
carried with the management and not merely be told 
that they must meet its losses. In that way the good 
parts of the psychology of the old order will be trans- 
ferred to the new. Trade unions are blamed for taking up 
positions which even friendly outsiders must sometimes 
regret. But the reason is that, being excluded from know- 
ledge and responsibility, they devise means of defence 
determined by the relation to the economic machine 
which the master mind imposes upon its workpeople. 

How to bring the mass of the workpeople into co- 
operative touch with the management has to be settled 
by each industry in a way to suit its special conditions. 
I believe in the development of the works committee, 
the constant consultation between managers and work- 
men’s representatives, the candid disclosure of the state 
of trade, costs of production, plans for development, the 
balances of profits and losses. From a regular meeting 
round a table will grow up the habit of co-operation and 
good will; if these meetings are called only when there is 
some trouble to adjust they will remove none of the 
fundamental causes of friction. And the employers must 
play a straight game and make their workpeople feel 
that they are partners in spirit and in fact. When 
men trusted by the workpeople can go to the workpeople 
and say: “‘ We have seen the books, we have discussed 
the matter, and we can assure you that no information 
has been withheld from us; as a result our advice is 
so and so,”’ that advice will be taken. Upon that founda- 
tion of workshop confidence should be built up an ad- 
visory, consultative (call it by whatever name is appro- 
priate) body for the whole trade. At every point the 
unions should be recognized and the workpeople be made 
comfortable in their confidence. 

If an advance were made on these lines, I believe that 
industry could defy the mere mischief-maker and blatherer, 
it would have reasonable peace, and it would continue to 
develop by its own internal forces into whatever organiza- 
tion and control are most advantageous for it and the 
community whose welfare it serves. 

c 
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The Interim Reports of the Irish 
Free State Banking Commission 


r \NHE Commissioners appointed to examine and 
report what changes, if any, in the law relating 
to banking and note issue were necessary or 

desirable, having regard to the altered circumstances 

arising from the establishment of the Free State, submit- 
ted their four interim reports to the Minister of Finance 
at the beginning of last September. The second, third, 
and fourth reports were released for publication on 

December 21. The first report, which deals with the 

question of currency and banking, has been withheld 

from publication. Nothing is therefore known about 
the important subject of Free State currency, and 
nothing about the proposal to unify the note issue. 

It will be remembered, however, that Professor Parker- 

Willis, the Chairman of the Commission, in a public 

speech in Dublin, observed that any “ endeavour to 

separate Free State currency from sterling would be 
financial lunacy.”’ 

The Commissioners for the purpose of the inquiry 
were Professor Henry Parker-Willis, of Columbia Univer- 
sity, U.S.A. (Chairman); Senator Andrew Jameson, 
Director of the Bank of Ireland; J. J. O’Connell, Director 
of the National Bank; Francis J. Lillis, Director of the 
Munster and Leinster Bank; Lionel Smith-Gordon, 
Managing Director of the Industrial Trust Company of 
Ireland; C. A. B. Campion, late of the Commonwealth 
Bank of Australia; R. K. L. Galloway, Director of the 
Ulster Bank; J. J. McElligott, Department of Finance. 
Mr. J. L. Lynd, of the Finance Department, acted as 
Secretary to the Commission. 

The Commissioners’ recommendations on the subjects 
of agricultural credit ‘and credit facilities for industry 
may be summarized thus: The establishment of an 
‘ Agricultural Credit Corporation,’’ of which the Govern- 
ment shall guarantee the capital and a moderate rate of 
interest thereon, and that the amount of the capital 
shall be set at a sum tentatively fixed at £500,000 sterling, 
one half paid up and one half at call in instalments. 

The administration of business credit through the 
Industrial Trust Company of Ireland, the Government 
to have power to guarantee bonds to be issued by the 
Industrial Trust Company up to one million pounds. 




































IRISH FREE STATE BANKING COMMISSION 17 


That the money realized by the sale of such bonds shall 
be lent only for the purpose of capital undertakings 
calculated to give employment in and promote the 
general prosperity of the country 

A majority and a minority re port have been presented 
to the Ministry of Finance with regard to Government 


finance and public banking business. 

The majority report, which is signed by all the members of the 
Commission, except Senator Andrew Jameson and Mr. J. J. McElligott, 
states that a Committee, consisting of several specially-informed 
members, obtained information as to the present practices and methods 
of the Government in keeping its funds, while it also consulted the 
various banks as to their wishes. 

A majority of the Committee decided that : 

(a) The present service of the Bank of Ireland is entirely satis- 
factory, has continued since the organization of the Free State, and 
furnishes no reason for any change. 

(6) Such changes ought not to be undertaken except for very 
positive reasons. 

(c) The distribution of Government business among several banks 
is inconvenient, likely to be more costly and less efficient. 

(d) The exception to this general attitude, however, is, and should 
be, made in the case of the National Land Bank, for the reason that 
that institution is owned by the Government, and needs the support 
which is furnished by a share in the Government’s business.* 

A MINORITY VIEW 

A minority in the Committee differed from this view. Its attitude 
was : 

(a) There is no reason why some distribution of Government 
funds at least could not be made as between different banks. 

(b) This fact is attested by the Government’s action in giving a 
portion of its accounts to the National Land Bank. If it can take 
such action in one case, it gan take similar action in others. 

(c) The other commercial banks are desirous of having a share in 
the Government’s accounts, not only because of the possible profit 
which is connected with them, but because of the unquestionable 
prestige or recognition which comes from a designation as a public 
depository. 

(d) The Government, when in need of new financing, consults the 
Standing Committee of Irish banks, or in some other way appeals 
to all banks, thereby asking them to share the duty and responsibility of 
Government financing. An acceptance of such an attitude seems to imply 
a correlative share in the regular transaction of Government business. 

TWO VIEWS 

The majority report of the Commission continues : “There are thus 
two very distinct points of view in our committee, and, we believe, 
among the banking community itself. The Land Bank and the Bank of 
Ireland desire to retain their present exclusive control of Government 
business, while the other banks desire to share it. The undersigned 
members are of the opinion that such distribution could, and should, 
be made, while, as already stated, others see no reason for making a 
change in the present arrangements. Obviously the matter is one 

* Since this report was presented, the Free State Government has decided to wind 
up the affairs of the National Land Bank. 
C2 






















































THE BANKER 





18 


which must be decided by yourself, and undoubtedly will be decided 
by you after weighing all of the facts and considerations on either side 
of the case, and we need do no more at this time, therefore, than to put 
before you the facts in the situation 

“The question, therefore, whether there is any means by which the 
Government can obtain a larger return than the present, is well worthy 
of consideration. It might do so by one of the following methods : 

‘‘(a) By placement of its banking business as the result of bids or 
tenders to be competitively made by the various banks, such tenders 
to include a careful description of the services to be rendered and a 
statement of the interest to be allowed on balances under specified 
conditions. It has been objected that this plan would lead to frequent 
shifts and changes, a contention which, of course, could be set at rest 
by fixing the period for which the bargain was made at a sufficient 
term of years, say, five or ten. It has further been argued that inas- 
much as a bank must develop an expert staff to deal with Government 
business, great inconvenience would be caused by shifting from one 
bank which had the business at a given time to another bank which 
was without an expert staff. This, of course, is a matter for the banks 
themselves to consider, the Government’s sole interest being to receive 
assurance that the business will be properly looked after. 

‘‘ (b) By placing a reasonable proportion of the Government’s funds 
on loan in the short-term capical market. We have carefully considered 
this matter, and are of opinion that the project is entirely feasible, and 
that by its use the Government could, with money at 4 per cent., add 
probably about £125,000 or more to its present annual income. This 
handling of Government funds would require some skill, and we think 
it could be carried out by the Currency Commission, recommended 
in our First Interim Report, should such a body be established, inas- 
much as that Commission will be busied with the work of investing 
large sums, some of them probably in short-term securities. 

NEW LOANS 

‘We do not, of course, know, and cannot anticipate, the probable 
needs of the Saorstat for borrowed funds in the early future. We 
understand, however, that it is quite likely that new loans must be 
floated from time to time as is the case with other Governments. 
We have ourselves in other reports made recommendations which, 
if carried out, will necessitate substantial dealings. The Government 
will in the early future need to call upon the banks of the country for 
aid in financing its requirements. In those countries where central 
banks exist, such central banks are generally the agency of the Govern- 
ment for carrying out financing of this kind. They often re-deposit 
the Government’s funds with the other banks, or, where they do not 
pursue that plan, the other banks are given the benefit of the funds 
of the Government through the rediscounting process, or through the 
purchase of bills in the open market which places the funds at the 
disposal of the other banks as needed, and at a very low rate of interest. 

“In the Saorstat the Government must rely for such services upon 
its own banks, and since the banks now in existence are all competitive 
institutions having no special money market functions, it would seem 
that the Government must have the aid of all in carrying through 
any large projects of finance. It is undoubtedly true that all banks 
should, and will, recognize a distinct duty as members of the community 
to assist by every means in their power the legitimate objects of the 
Government. It will be well, however, to add to this general applica- 
tion the more specific duty which grows out of the acceptance of the 
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relationship of banks to the Government, and such a result can be 
obtained by giving to all banks the opportunity of sharing in the 
Government’s business, either through bidding for or getting it 
competitively.” 

The majority report is signed by H. Parker-Willis (Chairman) ; 
C. A. B. Campion, Lionel Smith-Gordon, Francis J. Lillis, R. K. L. 
Galloway, and J. J. O’Connell. 

Mr. Smith-Gordon appends a note expressing general agreement 
with the report, ‘ but I do not consider,” he says, “‘ that it is prac- 
ticable at this time to distribute the Exchequer balance among a 
number of banks.” 

SAVINGS 

Part 2 of the majority report deals with savings and savings 
deposits. The following recommendations are made :— 

‘It would be desirable to encourage by every possible means the 
withdrawal from the British Post Office Savings Bank of the sums 
of money, amounting to approximately £6,000,000, at present lying 
therein to the credit of Free State depositors. 

“The legal position of the Post Office Savings system should be 
definitely cleared up as soon as may be through consolidation and 
revision of the S savings Bank Acts, and an official statement made of 
its existing position, including an account of the securities held and 
expenses incurred, and other necessary data. 

‘The Government should explore the possibility of merging in the 
Free State Post Office Savings Bank the business of the Trustee 
Savings Banks and the taking over of deposits and corresponding 
assets.” 

The appointment of Savings Bank Commissioners with power to 
revise deposit rates from time to time in view of the existing value of 
money, and the merging of the Trustee Savings Banks with the Post 
Office Savings Bank are also suggested. 


MINORITY REPORT 

The minority report of the Commission, which is signed by 
Senator Andrew Jameson and Mr. J. J. McElligott, disagrees with the 
recommendation of the majority report that a distribution of the 
Government accounts should be made amongst the various banks, 
especially as it is not indicated whether all banks, irrespective of the 
situation of their head offices, should share in such distribution. 

“Neither do we agree that Government appeals to the banks to 
assist in Government financing necessarily call for a partition of 
regular Government business between them. Apart from the fact 
that the banks have taken very little share in the duty and respon- 
sibility of Government financing, as they have not been asked to do 
so, any assistance which they have been or will be asked to give has 
been or will be paid for, and lays the Government under no further 
compliment. In any case no country has adopted the principle that 
an obligation exists to distribute Government accounts amongst the 
different banking interests, and all considerations of economy and 
efficiency in the use of funds and the financing of Government require- 
ments point to the undesirability of such a course. 

“We may add that, in our view, it is only right that banks which 
receive deposits and draw profits from the country should, in the 
country’s interests and in their own, meet the reasonable demands 
of the Government for financial aid, especially as such aid has not 
been and is never likely to be gratuitous. 
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INTEREST ON BALANCES 

“We consider that Government balances can be utilized so as to 
yield a higher average rate of interest than at present. The matter 
has, we understand, been engaging the attention for some time of the 
Minister for Finance. With the view of the majority that, in order 
to obtain a higher return, Government banking business should be 
offered to competitive tender, we do not agree—for the reasons stated 
in the majority report—nor do we accept the idea that the Govern- 
ment should use its funds in making short-term loans. Apart from the 
fact that there is no short loan market in this country, the suggestion 
that the Government should entrust its funds for investment to an 
outside body, such as the Currency Commission, bearing none of the 
responsibilities of Government, is, to our minds, quite indefensible. 

“We consider that the Currency Commission, owing to its constitu- 
tion and its functions, is not a suitable body for managing the Registers 
of Government Stock. The natural and proper place for keeping such 
registers is with the bank holding the Exchequer account or Govern- 
ment balances, as this facilitates arrangements in regard to interest 
and sinking fund payments, drawing and cancellation of bonds, and 
other operations incidental to stock management. 

“We are in agreement with the recommendations of the majority 
that the legal position of the Post Office Savings Bank should be more 
clearly defined, that the existing Trustee Savings Banks should, with 
the consent of the depositors, be merged in the Post Office Savings 
Bank, and that Saorstat depositors should be encouraged to transfer 
to this country the sum of, approximately, five and a half million 


younds lying to their credit in the British Postal Savings Bank. 
» dS Q 


NO DEMAND 


“No case is made out in the majority report for the establishment 
of a body of Savings Bank Commissioners. No demand for such a 
agg dh came from any quarter to the Commission. The idea behind it 
s, apparently, to increase the security for the depositor, but, as matters 
st ind at present, the depositor deliberately lodges his money with a 
Government department. To set up another body to which the Govern- 
ment will hand on ~ money is clearly not expected by him. 
‘Moreover, the Government is responsible for the repayment of 
the deposits, and can not divest itself of this responsibility, and to 
ask it to vest the control of the assets in an outside body while it 
retains the liability is unreasonable. To adopt such a course might 
entail serious consequences from the financial point of view, as the 
Government are by law bound to make good deficiencies in the income 
of the Savings Bank Fund.’ 

In a note Mr. McElligott explains that the annual fee of £425 per 
million pounds stock paid to the Bank of Ireland for the keeping the 
registers of Government stock was fixe ‘d by the Bank Act, 1925. ‘This 
fee has been adopted,” he says, “by the Government of Saorstat 
een in regard to National Loan only, and is undoubtedly reason- 
able in view of the small quantity of stock involved—{10,000,000— 
decre alia annually owing to the operation of the Sinking Fund. It 
may be said for the Bank of Ireland that they consented, without 
being asked, to waive the minimum remuneration of £8,000, pre- 
scribe d by the Statute of 1892. According as the stocks of the Saorstat 
Government increase in quantity, the charges for keeping the registers 
will possibly allow of reduction, and existing arrangements with the 
Bank of Ireland should then be considered with a view to revision.’ 
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A Banker’s Diary 


Mid-November to Mid-December 


F-ARLY in December it was announced that a Government 
Bill had been introduced in the Brazilian legislature 
at providing for the institution of a new 
C Brazilian q monetary unit, the “ cruzeiro,”’ containing 
a o'8 gramme of ‘gold, nine-te nths fine. Four 
milreis will be equal to one cruzeiro, so that 
the present unit will, under this scheme, have a parity of 
just under 6d. To implement the project a stabilization 
office is to be set up in Rio, with branches in London and 
New York, and it appears that foreign borrowing is to 
be undertaken in order to augment the available gold 
and exchange reserves. 
THE Portuguese Government has recently undertaken 
monetary reorganization in its East and ‘West African 
colonies. A new institution, the Bank of 
Currency Angola, is to take over the note-issuing 
Changes in powers of the Banco Nacional Ultramarino 
Angola and . ad “ya re 
Mozambique 1" Portuguese West Africa, while the 
recently “established Angolan Currency 
Board will substitute its own notes and coin for those 
put in circulation by the Government. A new monetary 
unit, the “‘ angolar,’’ equivalent to the escudo, is being 
instituted, and the Board will sell drafts each way 
at par less a small commission. The notes of the 
Bank of Angola will be convertible at par on demand 
into Currency Board money, and the Bank’s business 
will be confined mainly to short-term loans and discounts. 
As regards Portuguese East Africa, a decree was published 
early in December by virtue of which the debt of the 
Mozambique Government to the Banco Nacional Ultra- 
marino is to be repaid out of a loan from the Portuguese 
Government. It is anticipated that the Bank will 
gradually withdraw its pound notes from circulation, 
leaving its escudo notes as sole legal tender in the Colony. 


THE Iraq Government’s proposals for a reorganized 
monetary system involve the establishment of a Currency 
Board, under the «gis of which a new unit, 

Iraq National the “ dinar,’’ equal to £1 sterling, is to be 
Currency introduced. Notes, silver, nickel, and bronze 
coins are intended to replace the rupees 

now in circulation, the latter to be used for the 
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purchase of sterling assets to maintain stability of 
the exchange. 


THE Swiss Federal Council has communicated to the 
reak-up of Governments of France, Italy and Greece 
the Latin its view that Belgium’s retirement, by the 
Monetary institution of the new exchange unit, the 

Union _belga, involves the dissolution of the Latin 

Monetary Union. 


STOCKHOLDERS of the National City Bank will be asked 
to sanction on January II the issue of $25 millions of 
new capital at a premium of 100 per cent. 
National City Half the new money will be devoted to 
Bank’s Capital increasing the capital of the Bank and the 
Increase other half to increasing the capital and 
surplus of its subsidiary, the National City 
Company. This will raise the Bank’s capital to 
$75 millions, with a surplus of $50 millions, which 
will place it on a level with the British “ Big Five ” 
in this respect. The capital and surplus of the National 
City Company will each become $25 millions. The 
Bank is taking over certain branches of the International 
Banking Corporation, another subsidiary, whose activities 
are now almost confined to the Far East. 


AN arrangement was announced at the middle of Decem- 
ber whereby the Commercial Banking Company of Sydney 
and the Bank of Victoria, while retaining 
Australian their separate identity, will be brought 
Bank Fusion under single control through purchase by 
the former of the capital of the Bank of 
Victoria. The consideration is to be paid partly in shares 
and partly in cash. The Commercial Banking Company, 
founded in 1834, has a combined paid-up capital and 
reserve of over {6} millions, with deposits of about 
£36 millions, and operates through 240 offices, mainly in 
New South Wales. The Bank of Victoria, with 120 offices, 
situated almost entirely in that State, was founded in 1852 
and has a paid-up capital and reserve amounting together 
to over £2} millions, with some {12 millions of deposits. 
The scheme awaits approval by the shareholders. 


THE Report of the Agent-General for Reparation Pay- 
ments, covering the year to August 31 last, shows that 
. during the second annuity year Germany’s 
“7, obligations under the scheme elaborated 
’ by the Dawes Committee were punctually 
fulfilled. Actual transfers during the year amounted to 
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1,176 million marks, of which 416 millions took the form 
of cash payments and the remainder of deliveries in 
kind, expenses of armies of occupation, etc. Of the 
cash payments, 97 millions was absorbed by service of 
the external loan. Among the individual creditor powers, 
France received 566 millions, the British Empire 227 
millions, Belgium 116 millions, and Italy 77 millions. 
A mass of information and commentary regarding 
financial, commercial, and industrial conditions in Ger- 
many is contained in the Report. (H.M. Stationery 


Office.) 


FOLLOWING the recommendation to open local negotia- 

tions, the miners’ delegate conference on November 20 
. approved six principles designed to guide 

on of the the districts in arriving at settlements. 
oal Dispute ¢. , 

Six days later, when proceedings were 
reported to the conference, it was found that no agree- 
ments had been completed and that in no case had the 
owners accepted the principles. During the next few 
days, however, arrangements were effected for resumption 
of work in all districts, and by December I1 nearly 
goo,o00 men were employed in the mines, a figure 
which compares with about 1,100,000 just prior to the 


stoppage. 


DuRING November, according to the Midland Bank’s 
statistics, over {28 millions of new money was raised 
.. , in Great Britain by Governments (excluding 
New Kaew the British government) and other public 
— bodies and by companies. Two-thirds of 
this sum was for home purposes. The total amount 
raised during the first eleven months of the year was 
well in excess of that for any corresponding period since 
1920. During the month to mid-December several 
corporation issues met with a good reception, but the 
bulk of the money subscribed was absorbed by business 
undertakings of various kinds. A number of new trust 
companies made their début, and the popularity of this 
medium of investment was further attested by numerous 
issues to shareholders and private placings by established 
trusts. 
On December 10 a reduction in the Bank of Poland’s 


discount rate by } to 9g} per cent. became 
Bank Rate effective. The Bank of France reduced 


Changes its discount rate from 7 to 6} per cent. 
on December 16. 





THE BANKER 


Barclays Bank and its Founders 
By R. H. Mottram 


HE “ History of Barclays Bank,” officially issued in 

a style far beyond the possibilities of commercial 

production, marks a further stage in the gradual 
breaking down of the former reticence of such an in- 
stitution. The first impression that one receives is of 
the mass of material which faced the Editor, Mr. A. W. 
Tuke, of the Luton Local Board, and the compiler, Mr. 
P. W. Matthews, formerly on the staff of that component 
bank, which gave its name to the whole. And it is 
documentation of a particular sort. Barclays have 
retained more of the private banking atmosphere than 
their great compeers. Consequently, Mr. Matthews says 
in his preface: “‘ The aim has been to mention all the 
partners up to the time of the amalgamation with ey 
and Company, Ltd., and also subsequent local directors— 
it has inevitably resulted in many of the chapters resolving 
themselves into little more than a chronicle of the 
admission and death of the various partners.” 

Many chapters, however, survive remarkably well. 
That dealing with the Pall Mall business, and also that 
relating to the Gosling office in Fleet Street, distinguish 
themselves by items of more than ordinary interest, 
signatures and portraits of persons who intrigue one’s 
curiosity, a delightful cartoon, and a sort of debit and 
credit account of slaves on a Jamaican estate. For the 
Gurney group there has been Bidwell’s book to draw 
upon, and for the Backhouse and neighbouring contingent 
that of Maberly Phillips. Brighton Union Bank had a 
typical robbery, and no one should miss the minute of 
the board of the York Union Bank, passed on Wednesday, 
May 22, 1833, relative to the draping of Apollo. 

These are, however, only a few out of the seventy-odd 
chapters. As Mr. Matthews says: “ The reader will 
presumably be connected in some way with one or 
other of the old banks; it may be hoped that he will on 
that account feel an interest.” 

This is altogether too modest. It may be hoped that 
the more intelligent members of the public will also feel 
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an interest in an institution, vital to their daily lives, 
which they are so inclined to take for granted. 

For even if the letterpress is laborious to the outsider 
not nursed in banking traditions, the illustrations leap 
to the eye. Some of the portraits are magnificent, that of 
young Mortlock, perhaps, outshining those by Romney. 
Here they all are, the oldest, little dour-faced old men, 
wool-staplers, soap boilers, and ironmongers, as it says 
on page 193. Then we get the aristocratic touch so 
inevitable in an English institution, Bevans of Georgian 
elegance, Byronic Kinnairds, only to be followed by the 
hirsute probity of the Victorians. Of the moderns, the 
present chairman makes an impressive figure. Mr. 
Matthews speaks of ‘“ ... the policy of progressive 
expansion, for which the energy and powers of organiza- 
tion of Frederick Craufurd Goodenough were in the main 
responsible. Upon the retirement of Francis Augustus 
Bevan the ability with which Frederick Craufurd Good- 
enough had shouldered his large share of the responsibility 
was recognized by his being elected Chairman of the Board.” 

There follows a list of the chairman’s extra activities, 
but his real tribute lies yet further on in the history of 
the war and post-war years, the staggering inflation and 
deflation, the world full of new nations and dismembered 
empires, in the midst of which he guided his eighteen 
hundred branches, ever increasing affiliations, and colossal 
responsibilities. True, other chairmen had tasks prac- 
tically commensurate, but the chairman of Barclays 
Bank must have been conscious all the time of the 
particular character of his institution. What that char- 
acter is may be seen here at the length of some four 
hundred pages, with index and appendices. The simple 
tale of amalgamation and absorption is a miniature 
social and economic history of England. 

“Barclays,” as is well known to bankers, is one of 
the major group of English banks nicknamed the “ Big 
Five.”’ Moreover, it is one of the bigger three, which 
considerably out- distance the other two of the five in 
size. Of these three, the Midland Bank has a rather 
marked policy and character, lent to it largely by the 
late Sir Edward Holden, but possibly implicit even before 
his highly individualistic impetus moulded its destiny. 
There remain Barclays and Lloyds. 
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GEORGE, SEVENTH LORD KINNAIRD 


From the portrait by George Romney, R.A. 
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These two great banks, whose histories have run so 
parallel, are both witnesses to the extraordinary influence 
of the Society of Friends. 

It is a remarkable reflection that two of the biggest 
and most secure economic machines ever invented owe 
their strength and size, their very origin, to the practice 
of piety and the profession of humility. Perhaps a 
narrower definition is needed. The mere animal must 
perforce follow brute instinct. The proudest prerogative 
of civilized man is his power to say No. Now, the Quaker 
says No to nearly everything. May this not be the source 
of his strength ? Shunning all those pleasant byways of 
life in which most of us meander, his belief forced upon 
him a concentration and a probity that were bound to 
give him a great advantage over all competitors. The 
results are obvious enough throughout the English- 
speaking world, and nowhere more so than in the great 
Quaker banks. 

It is hardly an exaggeration to say that in every town 
in England that pretends to hold a market there has 
been a banking office with, among other names of partners, 
that of one of the families of the local meeting. This 
does not, of course, account for the awe-inspiring institu- 
tions that to-day uphold, perhaps, a third of our economic 
structure. Friend Barclay and Friend Lloyd might still 
be very prosperous but isolated phenomena, were it 
not for another factor of human affairs. 

There seems to be a centripetal force, endlessly pro- 
ducing unity out of multiplicity. Its effect upon banking 
is early obvious. The old private banks were very vul- 
nerable. A bad season in an agricultural district, a bad 
year in an industrial one, were often fatal to them., The 
management of their note-issues was open to criticism. 
But, above all, theywere private. By the resources and 
judgment of one or two individuals they stood or fell. 
Early in the last century the process we now call amal- 
gamation was manifest. It generally took the form of 
one banker going to the help of another, or needing help 
and inviting fresh partners. Then a further modifying 
influence made itself felt during the nineteenth century. 
The holding of capital in joint stock was not new, but the 
desire to limit the holder’s liability increased, and was the 
object of repeated legislation, culminating in the nineties. 
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With these premises we may turn to a certain Robert 
Barclay, Laird of Urie, at the end of the seventeenth 
century. Handsome of face and distinguished of person 
he was connected with the Royal Stuarts. His lasting 
fame is, however, in an opposite direction. No man set 
less store by the regal pomps of men. He was the author 
of the ‘‘ Apology for the Quakers.’”’ He was, perhaps, the 
Quaker par excellence. It is almost possible to say that 
he was the father of Barclays Bank. His grandson 
became a partner in the Lombard Street business. His 
descendants married into the Quaker banking families of 
Buxton, Gurney, Leatham, Birkbeck, and through them 
with Peases and Backhouses. Thus, when the project of 
amalgamation on a scale hitherto unknown was mooted, 
the position was not merely that Barclay & Co., of 
Lombard Street, became obviously the head office of the 
new super-bank. It was that cousins rather naturally 
amalgamated with cousins. The actual merger took place 
in 1896, when fourteen banks lost their identity. One 
group lay in the far North, that of the Backhouses, of 
Darlington, who had spread to Newcastle and Durham. 
This group included Woodall, of Scarborough. Then, 
in Norfolk and Suffolk, with offshoots as far as Colchester, 
came the eight banks of the Gurney group. Although in- 
dividual Gurneys had been in business in Lombard Street, 
the headquarters of the old firm were at Norwich. The 
Barclay group proper embraced the West End office in 
Pall Mall, and now took in Goslings, of Fleet Street, and 
the Brighton business of Hall, Bevan & Co., and Molineux, 
of Lewes. Less closely related were a number of businesses 
in Essex, Hertford, and Huntingdon. A glance at the 
map reveals that the Barclay and Company of the 
amalgamation was essentially an East Coast bank. A 
line drawn north to south through Derby included the 
whole of the district served by the new bank between it 
and the North Sea. 

Even after this, the real race. for amalgamation had 
hardly been visualized. The next addition made to the 
new bank was the busii.ess of Woods, of Newcastle, in 
1897, and the Swaledale and Wensleydale Banking Com- 
pany, in 1899. A further period elapsed before, in 1g00, 
Woodbridge Lacy, Hartland Hibbert & Co., of Uxbridge, 
were taken in, while on the south coast the Chichester 
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bank of Milbanke, Woodbridge & Co. was absorbed. 
These increases did not, however, materially alter the 
scope of the bank. It remained an East Coast system. 
With the exception of London and Newcastle, it touched 
none of the larger towns of industrial England. Apart 
from its Lombard Street and northern business, it was 
concerned with agriculture and fishing, countryside and 
seaside. Although risks and resources had been spread 
over a good many hundred miles, they yet represented 
a certain similarity of employment for capital and seasonal 
fluctuation of deposits. The acquiring of Parsons, Thom- 
son & Co., Oxford Old Bank, gave, perhaps, a remarkable 
monopoly of university town business, but even this 
hardly ranks as an industry. The next move, in 1902, 
was in the North, when the J. and J. W. Pease, of Dar- 
lington, another “cousin’s’’ business, and the Richmond 
(Yorks) bank of Roper and Priestman were joined, as 
also the York Union Bank, its name implying that it was 
itself a minor amalgamation reaching to Hull, Whitby, 
and Beverley. 

The year 1904 saw the acquisition of Thomas Ashby & 
Co., of Staines, without altering the sphere of the bank’s 
activities. 

In 1905 the first decisive move was made into new 
country. It embraced the predominant bank in Cornwall, 
that of Bolitho, with several partners, representing local 
amalgamations. Hammond & Co., of Newmarket, and 
Leatham, Tew & Co., of Wakefield, belonged, on the other 
hand, to Barclay connections, and consolidated rather 
than spread the bank’s influence. 

Next, Wooten & Co., of Oxford, was added to the 
business already possessed in that town, but in IgII a 
larger consolidation was achieved in the Stamford, 
Spalding, and Boston Banking Company, which covered 
the gap that had previously existed between Hull and 
Lynn. Itself a grouping of smaller banks, this company 
was very strong in Lincolnshire, and had extended as 
far as Peterborough. There can be little doubt that the 
choice of business it engaged in was restricted, and that, 
apart from any other considerations, its activities gained 
by the amalgamation. The next enlargement was that 
which embraced Simonds & Co., of Reading, in 1913, and 
Nevile Reid, of Windsor, in 1914. 
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This closes the second phase of Barclay and Company, 
Limited. The original fourteen banks had been more 
than doubled. The Northern, East Anglian and 
Southern groups of which it had been composed had 
solidified until it had a considerable preponderance in 
Eastern England, the Thames Valley and the extreme 
south-west. 

The effect of the war upon banking, as upon everything 
else, was that of a tremendous stimulus. The owing 
of immense sums brought a vast increase in banking, for 
what we glibly call money is, after all, only acknowledged 
indebtedness. The amalgamations now became wholesale 
and the policy of a branch in every town became evident. 
Large groups of banks, in entirely new districts, the 
United Counties in 1916, and the London Provincial and 
South Western in 1918, covered the suburbs of London 
and Wales, and added over 100 offices each. <A further 
development took place in the following year, when 
a preponderating interest was acquired in the Union 
Bank of Manchester and the British Linen Bank in 
Scotland. The last two family businesses absorbed 
were those of the Gilletts at Banbury and Oxford, and 
Tubb & Co., of Bicester. Now that a halt has been 
called in this process, we may consider the third stage 
in the growth of the bank complete. The later group 
amalgamations had made it an all-England institution, 
no longer localized in certain districts. But how in- 
evitable is that uncertainty which belongs to all human 
affairs! It may well be that none of the directors of 
1899 foresaw the effect of their policy in 1919. It is 
certain that they had no conception that things could 
change more outside the bank than within. But so it 
turned out. In this latter year the enlarged board 
controlled what was practically a new bank, but, far more 
important, faced a new public. It is estimated that the 
investing public trebled in size during the war. An 
income tax of 4s. and upwards demanded a service that 
the old shilling or so in the pound never did. The results 
no less than the experiences of the war made it necessary 
to do foreign business which had previously been left to 
certain special houses. In addition to the creation of 
all these new departments at home and the constant 
erection of new offices, the French business which 
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Cox & Co., the Army agents, had retained after the armis- 
tice, was taken over and became Barclays Bank (Overseas), 
Ltd., Lloyds taking a little later, the Indian office. 
Then in 1925 power was obtained to incorporate the 
National Bank of South Africa, the Colonial Bank and 
the Anglo-Egyptian Bank under the style of Barclays 
Bank (Dominion Colonial and Overseas). Thus the office 
in Lombard Street became the focus of an organization 
reaching throughout Africa and to the farther side of the 
Atlantic, and, by virtue of its agents, right round the 
world. 

So we arrive at the Barclays Bank Limited—a name 
which it took in 1917—of to-day. And with all its changes 
it has retained more of its original characteristics than 
its peers. Lloyds takes its name from Birmingham, and 
dates its amalgamation and its foreign policy both by 
ten years earlier. The Midland, again, represents a 
different type of amalgamation, an earlier joint-stock 
form, an opposite tradition of home and foreign policy. 
Barclays alone preserves some traces of the family busi- 
ness, and maintains a system of local directorships which 
keeps alive, in many a county town, something of the 
personal atmosphere of the eighties. Interesting indeed 
may be the future reserved for it, in this new Europe 
of ours, serving this new public, in this new era of 
post-war. 

As one walks down the Lombard Street of to-day, 
denuded, alas, of its red-coated postmen, its rattling 
chaises and foam-flecked horses, and recognizes the names 
only of the yards from which the coaches of Charles 
Dickens used to start, one is visited by the impression that 
these featureless grey stone fronts might almost as well 
belong to some international impersonal credit corpora- 
tion! It takes an effort of the imagination to perceive, 
through all those tons of stone, far beyond the plate-glass 
sides of those dry aquariums filled with the incessant 
tick of machines over millions of strips of paper, far away 
in time and space, in the cool greyness of a Scottish 
summer, a handsome man in black clothes writing with 
a quill in a vellum-bound book. Yet there he is, his- 
torically present, the founder of the true Barclay tradition, 
the forerunner of so great a factor in the life of modern 
England. 
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Banking in Hungary 
By Sir William Goode, K.B.E. 


ANKING in Hungary is of much later origin 
B than in the more western States of Europe. 

Some of the larger Hungarian banks were founded 
in the second quarter of the last century, but the real 
development of banking in Hungary only began after 
1870 and did not attain relative maturity until the 
twenty-five years preceding the Great War. With the 
dismemberment of the Austro-Hungarian Empire came 
the liquidation of the Central Bank, the Austro-Hun- 
garian Bank, and the disintegration or complete severance 
of well-established connections between banks in present 
Hungary and those in the lost territory. Reduced in 
their sphere of activity to one-third of their former 
territory, subjected to Bolshevism, brief but severe, and 
to currency depreciation, prolonged and virulent, the 
Hungarian banks suffered seriously. Mr. Philip Weiss, 
chairman of the Hungarian Commercial Bank, estimates 
that his bank alone sustained through the war and the 
post-war period losses aggregating about {£20,000,000. 
That these losses have all been met and that the Com- 
mercial Bank has now a balance sheet clear of debt is 
typical of the spirit in which the leading Hungarian 
banks faced the succession of crises. It is scarcely to 
be wondered at that they are not so well supplied with 
capital as in pre-war days: the wonder is that they were 
able to weather the storm at all. 

In spite of the days of adversity and the catastrophic 
changes the banking system of Hungary, in its essentials, 
is practically identical with the pre-war system. The 
work of the old Central Bank was taken over first of all 
by a State note institute and then by the National Bank. 
The principal elements of the present organizations are 
as follows :— 


The National Bank of Hungary (Central Bank). 
Commercial Banks and Savings Banks. 

Land Mortgage Institutes. 

Co-operative Banks. 

The Royal Hungarian Post Office Savings Bank. 
The Central Corporation of Banking Companies, 
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The National Bank of Hungary was founded in 1924 
as a joint-stock company with a capital of thirty million 
gold crowns, independent of the State and in connection 
with the League of Nations reconstruction scheme. The 
bank has amply proved its efficiency and while free from 
Government control has given valuable co-operation in 
the Government’s sound financial policy. Since the 
foundation of the bank the Hungarian crown, which 
had fallen to nearly one twenty-thousandth of its pre-war 
gold value, rose by nearly 30 per cent. and was finally 
stabilized on a level of 14,500 to 1 gold crown. This 
has rendered possible the introduction of a new gold 
monetary unit, the peng6, the equiv alent of 83d. or 27°82 
pengo to the fat par. The pengé becomes the obligatory 
monetary unit after January I, 1927. In order to ensure 
the stability of the currency the National Bank of Hun- 
gary has succeeded, during the short period of its activity, 
in increasing its Metal and Forei ign Currency Reserves, 
apart from other reserves, up to £9°9 millions on October 
23, 1926. On that date the statutory cover of the 
note circulation and sight liabilities together (after 
deduction of the State Debt) amounted to 54°4 per cent., 
although the Statutes do not prescribe more than 20 per 
cent. Nearly two-thirds of the Metal and Foreign 
Currency Reserves, viz. £6°1 millions, consisted of gold, 
constituting in gold alone a cover of 412 per cent. of the 
note circ ulation. 

In pre-war Hungary there were nearly 2,000 banking 
institutions, 800 of which were in the territory of present 
Hungary. The number in the latter is still about the 
same. During the currency depreciation period mush- 
room banks sprang up, but the weeding-out process 
consequent on deflation proved a wholesome purgative. 
The number of banking institutions belonging to the 
Central Corporation of Banking Companies—comprising 
about three-fourths of the banks in present Hungary— 
amounted in 1913 to 599, at the end of 1924 to 680 
and at the end of 1925 to 600. All banks of any real 
importance successfully surmounted their difficulties. 

Hungarian banking differs not only from English, but 
also from Continental banking, inasmuch as the difference 
which exists between commercial banks and savings 
banks in most Continental countries is quite obliterated 
in Hungary. Hungarian savings banks are not subject 
to special legal regulations and their sphere of business 
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is almost exactly the same as that of commercial banks 
Both savings banks and commercial banks accept savings 
deposits, discount bills, grant mortgages and other loans, 
and finance industrial and commercial undertakings and 
participate in them. There are few Hungarian industrial 
undertakings in which banks are not interested. 

It has only recently become possible to ascertain the 
financial standing of the banks, as their balance sheets 
contained, according to the fluctuation of a depreciating 
currency, assets and liabilities of differing valuations which 
gave no clear idea of their actual standing. By a Govern- 
ment decree all banking institutions, as well as com- 
mercial undertakings, were ordered to draw up, before May 
of the year, their balance sheets in the new currency on a 
quite new valuation basis, either as from January I, 1925, 
or from the first day of a business year beginning in 1925. 
These are the so-called gold balance sheets, i.e. evaluated 
balance sheets which have been published by all banking 
institutions. 

It appears from the revalued balance sheets that the. 
capital and surplus of the banks quoted on the Budapest 
Stock Exchange amount to 250 million peng6 (£9 million) 
against 1,020 million pengé (£37°3 million) as before the 
war, or only 24°4 per cent. The balance sheets of the 
ten leading banks as at the end of 1925 are given below. 
(See Table No. I.) 

The capital and surplus of these ten leading banks, 
amounting to 2085 million peng6é, represent 23°8 per cent. 
of that shown in their pre-war balance sheets. The 
decrease of liabilities other than capital and surplus, 
but including deposits, shows a still more striking fall 
to 12°2 per cent. of their pre-war level, but as I have 
already said the surprising thing is that the Hungarians 
managed to save as much as they did out of the wreck 
of the war and of the Peace Treaty. 

The ravages of inflation caused noticeable alterations 
in the channels and direction of banking business. In 
pre-war times Hungarian banks invested considerably 
in land mortgage loans and loans to municipalities, the 
funds being obtained by the issue of mortgage and 
municipal bonds. As the currency depreciated these 
bonds became practically worthless, with the result that 
home and foreign capital fought shy of such investments. 
This is why land mortgages, communal, and other similar 
loans, which represented more than one-third of all 
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assets of the banks in 1913, figure in the balance sheets 
for the end of 1925 only in very small amounts, or not 
at all. Now, however, with the stabilization of the 
currency, considerable progress has been made in this 
direction, although it is mainly foreign capital that is 
stepping into what was one of the most important 
branches of Hungarian banking. Arrangements have 
been made to place Hungarian land mortgage bonds to 
an amount of about £1°5 million in London and {£3°6 
million in New York. Of that amount more than 50 per 
cent. has already been issued on the respective markets. 
In order to meet the capital requirements of Hungarian 
cities and counties other foreign loans have also been 
successfully raised, viz., for the Hungarian cities a loan 
of ten million dollars inthe summer months of 1925 (at 
7} per cent.), and another of six million dollars in October 
1926 (at 7 per cent.), both in New York, while a loan 
for the Hungarian counties amounting to {1°25 million was 
raised in London last July. Leading Hungarian banks 
took an active part in the negotiation of all these loans. 

The borrowed funds of Hungarian banks have in- 
creased considerably since the currency stabilization, 
not only through these foreign loans, but also by the 
accumulation of savings and other deposits. According 
to the Hungarian Central Office of Statistics, deposits 
placed with the Post Office Savings Bank and the thirteen 
leading Budapest banks increased from 8g million pengés 
on June 30, 1924, to 658 million pengés on September 30, 
1926, and amount at present to 35°4 per cent. of their 
pre-war level. In June, 1924, they amounted only to 
4°8 per cent. The increase can be seen by a glance at 
the accompanying graph. (See Table No. II.) 

Although these figures doubtless include some foreign 
deposits placed in Hungary it is unquestionable that there 
is a remarkable increase in home deposits, and that this 
constitutes to-day a new and important factor in the 
supply of credit. 

The decrease of capital and surplus and other lia- 
bilities as compared with pre-war is reflected in the profit 
and loss accounts of the banks. While the gross earnings 
of the ten leading banks in 1925 amounted to 37 per cent. 
of the pre-war figure, the net earnings were only 14°9 per 
cent. The discrepancy between the gross and net per- 
centages is due to the fact that expenditure on personnel 
instead of decreasing actually increased by about 40 per 
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cent. as compared with pre-war. As in other countries, 
currency depreciation and the avalanche~of legislative 
measures to meet it involved additional clerical labour 
without a corresponding increase of profits. The Hun- 
garian banks, for the last year or more, have been taking 
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measures to reduce their staffs, and a large part of the 
personnel expenditure for 1925 consisted of compensation 
paid to discharged employees. The banks are still over- 
staffed, but they are moving in the right direction, and 
the thankless task of getting rid of employees can only, 
from legal and social and moral reasons, proceed slowly. 
Even relatively small earnings were sufficient to enable 
these banks to pay their shareholders a dividend com- 
mensurate with the revalued face value and present 
market price of the shares. Those banks and savings 
banks whose shares are quoted on the Budapest Stock 
Exchange paid for 1925 a dividend equal to 8°6 per cent. 
of their new peng6é face value and 7°6 per cent. of their 
market price at the end of April. This, combined with the 
more favourable business outlook, has contributed to a 
considerable rise in the quotations of bank shares since 
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last April. The quotations of the shares of the ten leading 
banks are given below. 


1926. mn 
April 26. October 20. Per 


centage 
aa of meatened, 
Hungarian General Credit Bank 268 341 | ora 
Hungarian Commercial Bank of 831 1,255 | 510 
Pest. 
Fatherland First Savings Bank | 1,645 2.385 45/0 
of Pest. 
Hungarian Discount and Exchange 62 87°25 40°7 
Bank. 
Hungarian-Italian Bank . 20 27°75 28°8 
Hungarian Central Savi ings Bz ink 105 195 18'2 
British and Hungarian Bank .. 28°5 43 | 50°9 
Fatherland Bank . 101 133 | 31'°7 
Hungarian General “Savings Bz ink II5 143 24°3 
City Savings Bank a ia 28°5 415 45°60 


Apart from banks and savings banks there are three 
land mortgage institutes, founded with Government 
help, as institutions of an altruistic character and dealing 
under partial State supervision. Their principal task 
is to promote long-term agricultural credits. The leading 
organization is the Hungarian Land Mortgage Institute, 
founded in 1862. 

Another class of banking institution which is quite 
separate from the banks and savings banks is the co- 
operative banks. These differ from other banks in regard 
to their legal constitution, and because most of them are 
bound to grant credits exclusively to their own members. 
Their operations are mainly confined to provincial credits, 
and most of them are members of a central organization, 
called for short in Hungarian OKH_ (Landeskredit- 
genossenschaft). This organization was founded as an 
altruistic bank with the help of Government money, and 
was endowed in 1920 with supervisory powers over all 
co-operative banks. Co-operative banks can only be 
established as members of the OKH. Numerically the co- 
operative banks exceed the ordinary banks and savings 
banks put together, but their capital is relatively small. 

The Post Office Savings Bank is a State undertaking. 
Its original task was to facilitate saving by the poorer 
classes and to accept deposits of even the smallest 
amounts. Afterwards the business was extended to 
cheque and clearing or book-transfer transactions. The 
Post Office Savings Bank is now bound to employ the 
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funds it derives from cheque and book-transfer transac- 
tions partly as deposit with the National Bank of Hungary, 
partly in bonds and obligations bearing fixed interest, or 
as loans upon articles pawned. 

The Central Corporation of Banking Companies, 
founded in 1916, is a central organization of banking 
institutions and is charged with the supervision of banks. 
In cases of crisis its duty is to help member banks by 
granting credits, and it carries out a systematic yearly 
audit of the smaller banks as well as taking charge of any 
banks requiring reconstruction or liquidation. All bank- 
ing institutes of importance are members of this central 
corporation, which has proved of great assistance to the 
economic and banking life of Hungary. 

In connection with Hungarian banking a word must 
be said about the use of cheques and bank clearings. 
Payments are effected in Hungary chiefly in cash. 
Cheques are not popular. They are mostly presented 
by the drawer or the first drawee and are scarcely used 
at all for book-transfers. Payments by book-transfers 
are mainly effected by the National Bank of Hungary 
and the Post Office Savings Bank. 

Bank clearings are made through the following 
organizations :— 

1. The Budapest Clearing Office (Abrechungsverein) 
which is an association of the National Bank of Hungary 
and twenty-three Budapest banks. It clears the cheques 
and bills of its members. 

2. The Giro and Kassenverein which clears Stock 
Exchange transactions. 

3. The quick inter-bank payments arranged a few 
years ago by the Association of Banks and Savings 
Banks—‘ TEBE ’’—clears the balances of some of the 
principal Budapest banks. 


Summing up the general situation one can safely say 
that the banking position in Hungary is satisfactory— 
remarkably so when one takes into consideration the 
difficulties through which the banks have passed since 
1918. The National Bank is exercising an effectual 
control. Since August 26, 1926, the bank rate has 
been 6 per cent. as compared with 124 per cent. at the 
beginning of 1925. First-class commercial bills are now 
taken by the leading banks at a rate of 7-8 per cent. as 
compared with about 20 per cent. at the beginning of 
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1925. The rate for sight deposits is 44 per cent., with 
6 per cent. for three months deposits. The former 
figures apply to the principal Budapest banks—higher 
rates are paid for deposits in the provinces. The high 
rate of interest paid for deposits has been a constant 
obstacle to the National Bank’s attempt to make the 
official bank rate really effective and the supply of money 
cheaper. The situation is improving. 

The recent negotiations mentioned in the Press for 
the disposal of the Hungarian branch of the late Anglo- 
Austrian Bank have so far been without result and the 
bank is being carried on as a local branch.of the newly- 
formed Anglo-International Bank. The figures of this 
bank have not been included in the tables as it has never 
been conducted as a Hungarian bank but merely as 
affiliated with a foreign corporation. The interest pre- 
viously held by the Marconi Company in the British and 
Hungarian Bank has been purchased by a Hungarian 
syndicate with the assistance of a Continental group. 
Powerful British and American financial groups are 
largely interested in several of the leading Hungarian 
banks and it would seem that they have no reason either 
to be dissatisfied with their investments or apprehensive 
as to the future. In addition to the considerable invest- 
ment of foreign capital in their shares, the principal 
Hungarian banks have been able to obtain without any 
difficulty ample open and short-term banking credits at 
reasonable rates in New York, London and on the Con- 
tinent. A satisfactory symptom of a desire to avoid 
cut-throat competition and to cultivate internal co- 
operation has been the formation of a central organization 
by the seven leading banks of Budapest for the issue on 
foreign markets of agricultural land mortgage bonds. 
It is to be hoped that this tendency towards internal 
co-operation will be still further developed. 

The integrity and high standard of personal leadership 
in the Hungarian banking world can perhaps be best 
judged by the fact that Hungarian banks are appointed 
to act as trustees for the foreign lender. This somewhat 
unusual tribute to the probity of a foreign borrower will 
be readily understood by those who have come into 
personal contact with the leaders of Hungarian banking, 
who are to be congratulated on the courage and judgment 
they have displayed in helping to maintain and 
re-establish Hungarian credit, 
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Some Notes on Trade and 
the Financing of Stocks of 


Commodities 

The Need for A Bankers’ Statistical 
Research Bureau 
By Dr. E. C. Snow 


LMOST as soon as statistics first became available 
A suitable for use as an index of industrial activity 
it became fairly clear that there were more or less 
regular variations in that activity, and the idea of the 
trade cycle was naturally dev eloped. Subsequently much 
attention was given to attempts to provide explanations for 
these cyclical movements. It is not intended to discuss 
here whether it is or it is not necessary for there to be any 
predominant causes underlyi ing the so-called cycle, but I 
have made elsewhere (see “ Journal of the Royal Statis- 
tical Society,” July, 1926) some observations upon an 
explanation frequently given, namely, the monetary 
explanation, according to which changes in the rate of 
circulation of money are the predominant causes of 
variations in industrial activity. The adherents of this 
explanation believe that any important change in the 
state of trade is preceded by an alteration in the rate 
of flow of money between the banks and trade, and that, 
accordingly, by studying the movements of the money 
market and the action of the banks, it is possible to fore- 
cast ahead with a fair degree of certainty forthcoming 
changes in business conditions. This is not, however, a 
view which is universally accepted in the banking orld, 
and some bankers, at any rate, seem to hold the opposite 
view, namely, that changes in monetary conditions are 
determined by and follow changes in trade. It is probably 
true to say that the financial, commercial, and industrial 
systems are now so complex and interwoven that cause 
and effect in this matter are inextricably mixed, a mone- 
tary movement being partially dependent upon previous 
business movements and also itself contributing partially 
to subsequent movements in industry. 
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In the paper above referred to I gave certain reasons 
for my inability to accept in its entirety the monetary 
explanation of trade fluctuations. Trade, as a whole, 
is made up of the trade of many component industries. 
It is admitted that there is a common factor (the mone- 
tary factor) operative throughout all the components, 
but in addition each component is influenced by factors 
peculiar to itself. In any particular industry the com- 
bined effect of these specific influences altogether out- 
weighs that of the monetary factor, and the criterion 
adopted to indicate variations in activity in that indus- 
try (e.g. Index of Unemployment) will not reflect the 
movements of the monetary factor in any marked degree. 
This is probably true of most industries taken separately. 
The non-monetary factors are of more importance in 
determining the activity of the individual industry than 
are the monetary ones, these non-monetary factors being 
different for the different industries. Yet, when a resul- 
tant is obtained for trade as a whole by combining the 
indices for the individual industries and the effect of the 
specific factors is masked, the variation in the index for 
trade as a whole is assumed to be due to the monetary 
factor, on the ground that this is common to all industries. 
If conditions relating to the supply of money are not of 
chief importance in creating the ups and downs of 
individual industries, why should they be assumed to be 
so important a factor in discussing industry as a whole ? 

Mr. Walter Leaf, the chairman of the Westminster 
Bank, at the last annual meeting of the shareholders of 
that bank, expressed his view upon this matter in the 
following words :— 


The banks are not the engine which drives the car, as some of the 
ill-instructed would have us believe ; they are no more than the lubri- 
cating system, which is engaged in seeing that each member of the 
complicated machine has its proper supply of the oil which enables 
it to run smoothly. 


This analogy of lubrication may be used further to 
illustrate the argument. It is admitted that proper 
lubrication is a necessary factor in the successful function- 
ing of sewing-machines, bicycles, motor-cars, steam loco- 
motives, and aeroplanes, to mention only a few types of 
machine. In each case, however, there are many other 
factors operating which, in the individual case, are more 

E 
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important than the lubricant—for example, the hand 
turning the wheel of the sewing-machine, the foot turning 
the pedal of the bicycle, the petrol in the motor-car, and 
the steam in the locomotive, etc.—and none of these 
factors is common to all. Nobody claims that the factor 
which is common to all—lubrication—is the really potent 
force which makes all machines function. Neither are 
we justified, accordingly, in assuming that the factor 
which is obviously common to all industries is the really 
potent one in determining the motion of the industrial 
machine. If industry could be carried on without money 
there would certainly be fluctuations in industrial activity, 
and it would not be difficult to bring forward theoretical 
reasons for the view that the use of money tends to smooth 
out industrial fluctuations as much as it tends to cause 
such movements. 

It may certainly be taken as axiomatic that the 
banker wants to use his raw material—money—to the 
best advantage, just as any merchant or manufacturer 
does. Accordingly, he adjusts his “price’’—the rate of 
interest or discount—in order to have, within limits, 
as much of his money as possible earning profit and as 
little as possible lying “‘in stock” not earning a profit. 
If lending money direct to industrial enterprises were 
the only means by which the banker could use his 
money the monetary factors would certainly influence 
industrial activity to a greater extent. Lending money 
direct to manufacturers is only one of the means by 
which a banker can dispose of his money. Loans and 
discounts to merchants and shippers abroad, however, 
may have an indirect effect upon industrial activity, but 
the effect may be a distant one, and it is not justifiable 
to assume that it is generally substantial. The statistics 
publicly available in this country afford little evidence as to 
how the banker’s money is disposed of, but in this article I 
propose to make some remarks upon the difference between 
the direct financing of industry and the financing of stocks 
of commodities which ultimately will be used in industry. 

It is difficult to draw a clear line of demarcation 
between the financing of industry and the financing of 
stocks of commodities which will sooner or later be used 
in industry. The amount of money required for financing 
normal stocks of materials in various stages of production, 
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starting from the original raw material until they are 
finally converted into articles for the consumer, must 
be very large. In addition, however, at various times, 
‘owing to specially favourable conditions of production 
or a sudden slackening in consumption, extra stocks 
accumulate which are not essential for normal pro- 
duction, and the financing of these really constitutes a 
separate problem from the ordinary financing of industry. 
The economic effect of the existence of these redundant 
stocks, of which bankers are not infrequently the physical 
owners, is considerable. There are no data, however, 
to enable us to distinguish between the two classes of 
stocks, and they must be treated alike in this discussion. 

Some idea of the magnitude of the stocks of materials 
which must exist in the world for the satisfaction of human 
wants can be gathered by the consideration of the simple 
case of the provision of boots and shoes. In this case, 
some of the materials required have to be financed 
probably for as long as eight months before the con- 
sumer takes possession of the boots. On the average, 
in this country, an individual buys a pair of boots or shoes 
rather more frequently than every six months, and long 
before he purchases his next pair there will be people 
in various parts of the world active in getting the materials 
together in order that he can buy the following pair 
about six months after. Hides and skins require to be pur- 
chased in the Argentine, India, and many other countries, 
and these are paid for, in a large number of cases, at the 
time of purchase. It is probably two months before they 
reach this country and another month or more before 
they start on the stage of conversion into leather. This 
process is of varying length of time, but it is at least 
four months on the average before the boot manufacturer 
receives the leather, and some few weeks again before he 
has completed the boots. Throughout the whole of this 
period of at least eight months the people through whose 
hands the materials pass require to be financed, either 
through their own resources or through the banks. As 
the annual production of hides and skins in the world 
is not far short of £200,000,000, finance to the extent of 
about £120,000,000 is required throughout the world 
at any time in order that mankind can get his boots and 
other leather goods in due course, and the proportion 
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of this which would go to the boot manufacturer or leather 
goods manufacturer would not be large. This may be 
an extreme case, but in the case of many other articles, 
e.g. cotton goods, it must be many months between the 
time when the producer of the cotton sells his crop and 
the ultimate consumer of cotton goods in India, China, 
or elsewhere pays for it. Asa rule, the producer does not 
borrow money on growing crops or hides on the animals’ 
backs, and it is not usual for the final consumer of the 
product to raise money on it (though with the develop- 
ment of the hire purchase and instalment-payment 
system, the position in this respect is changing). At every 
stage, however, from the time when the producer has put 
the raw material in a satisfactory state for disposal up 
to the moment of purchase of the finished article by the 
consumer, money either is or can be advanced against it. 

We are, on the whole, not well provided with infor- 
mation regarding the stocks of materials in the world. 
A memorandum issued by the London and Cambridge 
Economic Service in July of last year, entitled 
‘Stocks of Stable Commodities,’”’ by J. M. Keynes and 
J. W. F. Rowe, summarized most of the information 
publicly available regarding the stocks of stable com- 
modities. This memorandum does not touch upon the 
question of the financing of these stocks but provides 
in a ready form information which enables rough esti- 
mates of the magnitude of the problem to be made. 
The commodities dealt with in the memorandum were :— 


American Cotton Lead Sugar Crude Oil 

Copper Spelter Coffee Nitrate 

Tin Rubber Tea Wheat 
and the figures of stocks were given on the first day of 
January and of July in each of the past few years. This 
list of twelve articles obviously represents only a few of 
the total number of commodities concerned with com- 
merce, though it includes a number of the important 
ones. The figures given in the memorandum referred to, 
however, do not represent the total stocks of each com- 
modity in existence and which require to be financed ; 
they do not, for example, include stocks of cotton held 
by spinners and others nor wheat held by millers, etc. 
We can accept the figures, however, as relating to a 
substantial sample of the stocks of commodities in 
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existence, and make the assumption that an increase in 
value from one date to another in the sample is indicative 
of an increase also in the value of the total of the stocks. 

Using the price ruling on the English market for each 
of these commodities at the beginning of January, 1923, 
1924, 1925, and multiplying the stock by the price, gives 
some rough idea of the total value. This process is 
obviously approximate only, since, for example, the 
whole of the American cotton in existence throughout 
the world on January I would not be valued at the 
English figure, much of it, nearer the point of origin, 
being at a lower figure. Moreover, from the banker’s 
point of view the amount of money advanced would not 
in any case be the full value but a proportion, say, 80 
per cent. Using this method, the aggregate value of 
the stocks of commodities on January I in each of 
the three years was as follows :— 


January I, 1923... ar nr .. £1I,150,000,000 
= 1924... ia ee ..  1,250,000,000 
” 1925 I,380,000,000 


It is of interest to compare the movements in these figures 
with the movements of the corresponding indices for 
wholesale prices at the three dates. These for the United 
States and the United Kingdom are as follows :— 


United States United Kingdom 
Department of Labour Sauerbeck 
Index. Index. 
January I, 1923 fe aS 150 130 
ig 1924 és ve I5I 137 
= 1925 o° ae 160 145 


The level of wholesale prices increased appreciably in the 
United Kingdom during the period in question, but if the 
above figures approximately represent the facts the 
stocks of materials requiring to be financed increased 
at a considerably greater rate. 

These figures may be compared with the statistics 
indicating the activities of the banks at the same dates. 
These activities, of course, embrace a wider field of 
operation than financing stocks of commodities, but if 
the contention that the financing of stocks is a sub- 
stantial portion of the aggregate activities of banks is 
correct, a comparison of the general movements of the 
figures is of interest. In the case of the banks (excluding 
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the Bank of England) in the United Kingdom the aggre- 
gate of the discounts and advances were as follows :— 
January, 1923 .. +s es .. £1,292,000,000 
1924... ni “5 ..  1,291I,000,000 
1925 .. rm ap ..  1,310,000,000 


In the case of the Federal Reserve Banking System of the 

United States the aggregate of the loans and discounts 

of the reporting members banks were as follows :— 
January, 1923 .. ae la .. $11,425,000,000 

1924 .. ics ia a 11,884,000,000 

1925 .«- ee ee ee I3,051,000,000 


>” 


All that can be remarked upon the comparison of these 
figures is that they show in varying degrees the same 
upward tendency, but no special deductions can be made 
from this fact. 

A full investigation into the relationship between 
prices and stocks would be of great interest if the data 
for such an investigation were available. There is, of 
course, a tendency for the price to fall as stocks of a 
particular commodity accumulate and to rise as stocks 
diminish, but it is not correct to assume that the relation- 


ship is an exact one by which the value of the stock of a 
particular commodity in existence remains approximately 
constant. In the case of the few commodities for which 
some information is available it would appear that this 
is far from being the case. The figures given by Messrs. 
Keynes and Rowe for wheat as representing the “‘ supply 
available for importing countries ”’ (the definition adopted 


to represent the “ stocks ”’ of this commodity) were :— 


January, 1923 .. os ‘is .. 199,000,000 quarters 
oo 59G4 «. eo - -» 234,000,000 
» 3925 «. - es -+ 210,000,000 a 


The prices ruling at these three dates were the following :— 


United Kingdom. United States. 
January, 1923 us 51s. per quarter $1.25 per bushel 
- 1924 wie ay « I.10 
-~ a x 208. ns 2.00 ,, 
Taking the British prices the product of the price and the 
quantity is as follows :— 
January, 1923 ‘“ - es vs £500,000,000 


» 1924 wa 6 di ‘is 540,000,000 
» 1925 - “ ro i 730,000,000 
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These figures indicate a substantial increase in the value 
of wheat holdings which required to be financed at the 


various dates. 
In the case of cotton, the stocks at the beginning of the 


three years mentioned were given as follows :— 


January, 1923 ica si .. 9,182,000,000 bales 
a 1924 ae oa .» 7,697,000,000 __,, 
1925 hia aa .+ 9,989,000,000 __,, 


The price quoted on this market at the respective dates 
was :— 


January, 1923 ~ ba .. 15°2d. per lb. 
w 1924 ae Pe os 28°ed, i 
_ 1925 a as .. 34d. a 


The products of the quantity and the price are accord- 
ingly :— 


January, 1923 ia . £290,000,000 
ss 1924 r ar .+ 340,000,000 
1925 280,000,000 


These figures do not show the same amount of variation 
as in the case of wheat above, but, as mentioned earlier, 
taking all the articles referred to there was a substantial 
increase in value throughout the period. In any case, 
the figures give substantial evidence that the relationship 
between price and stocks is not an exact one, and that 
the value of the stocks of a commodity may move 
between wide limits just as do the price and the quantity 
of the stock. 

The figures collected by Messrs. Keynes and Rowe 
for a few of the commodities for three successive years 


are as follows :— 


January, January, January, 
1923. 1924. 1925. 

Cotton (bales) aa 9,182,000 7,697,000 9,989,000 
Copper (tons) Pe 296,000 371,000 389,000 
Rubber (tons) re 286,000 254,000 181,000 
Sugar (tons) es 2,433,000 2,255,000 2,708,000 
Coffee (bags) ~ 7,980,000 4,467,000 5,384,000 
Wheat (quarters) .. 199,000,000 234,000,000 210,000,000 


In some cases the value of the stock appears to vary 
between relatively closer limits than the quantity of the 
stock. We should expect this to be a fairly general rule, 
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but it is not invariably the case, as is shown by the in- 
stance of wheat which is quoted above. The quantity 
of the stock in 1925 was 5 per cent. higher than in 1923, 
the price was about 4o per cent. higher, and the value, 
accordingly, nearly 50 per cent. higher. 

Variations in the magnitude of stocks arise from 
factors affecting the consumption or the production of the 
commodity or both, and it is fairly certain that the factors 
associated with production are much more potent in this 
matter than are those affecting consumption. The 
production of many commodities depends upon natural 
conditions which vary from year to year, and which 
produce variation in crops. The world production for a 
few commodities in each of the past few years has been 
quoted by Messrs. Keynes and Rowe as follows :—— 

WuEAt (Million Quarters). 
344 1923-24 
401 1924-25 
392 
Cotton (Thousand Bales). 
7920 .. re o> Sa7ep cs ae ie -- 10,128 
wear 3 ia -. 8,442 IQO24 |... = .. 13,650 
Ig22 .. - -- 9,738 
SuGAR (Thousand Tons). 
1g20-21 ee «« TOS7 1923-2 a ..  I9g,699 
IgQ2I-—22 ch -- 17,664 1924-25 th ss 22607 
1922-23 - .. 18,076 

The variation between the highest and lowest figure 
for the five years in the case of wheat was more than 
20 per cent. above the lowest figure, in the case of cotton 
it was over 60 per cent., and for sugar over 35 per cent. 
The variations in the rates of consumption in these com- 
modities must be far less than these percentages. The 
rate of consumption of wheat varies very little, although 
there are changes following increases in population and 
changes in the standard of living. These, however, are 
relatively gradual. It is probably a fairly general rule 
applicable to many commodities that the change in con- 
sumption is slow, while the change in production may be 
sudden. This produces changes in the quantitative 
measure of the stocks which have to be financed. 
Although prices are modified, the value of the stocks 
also changes, and these changes in the value of the stocks 
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which have to be financed are the starting points for 
definite movements in the monetary position. This view 
lays some stress on natural phenomena as the starting 
points in monetary changes. The data are not available 
to test it properly as no actual figures of the value of 
the stocks which have to be financed from time to time 
can be referred to, and the methods of estimating them 
used in this article are admittedly of a rough-and-ready 
character. The question of the financing of stocks is 
obviously one of considerable economic importance, 
particularly in relation to the price level. If prices are 
steadily rising and there is confidence that this will con- 
tinue, people will be tempted to put their savings in 
commodities, believing that they will rise in value. For 
some years before the war, for example, the price of 
leather, as of most other commodities, was steadily 
rising, and anyone buying leather in January found it 
had increased in value by the following December. 
Leather merchants and boot manufacturers accumulated 
substantial stocks of leather. Each year more was pro- 
duced than was consumed. The economic effect was that 
the leather industry was fairly busy and more and more 
money was used in financing the stocks which steadily 
accumulated. Obviously, when there is confidence that 
the price level will increase there is strong inducement to 
use surplus savings or to borrow money to buy commodi- 
ties, even if not required for early consumption. In the 
last year or two circumstances have changed. There has 
been little confidence in the maintenance of the price 
level, and everybody concerned has held the smallest 
possible stock consistent with carrying on his business. 
It is no longer a sound investment in this country to 
put money into the purchase of commodities with a view 
to holding them. In the United States, however, there 
is definite evidence of increasing stocks, the indices 
of commodity stocks compiled by the United States 
Department of Commerce being as follows :— 


Raw Materials Manufactured 
for Manufacture. Commodities. 


1919 monthly average oe 100 100 
1922 ‘a - - IIo ¥i7 
1923 ‘3 ‘3 =a III 130 
1924 1 * = II9g 162 


1925, a - 134 174 
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This increase in stocks, which must account for an 
appreciable amount of the industrial activity in that 
country, has been associated, as would be expected, with 
a rising level of prices in that country. The three chief 
indices of wholesale perone published in the United States 
have been as follows :— 

Department 
of Labour. 

1913 monthly average 100 100 100 

I92!I 147 I4I 12; 

1922 ‘a 149 142 13 

1923, 154 157 14: 

1924, , 150 157 14 

1925 ms 159 163 I5I 

The financing of stocks of commodities, using the 
term in the wide sense defined earlier in this article, i.e. 
referring to every stage between the initial state of pro- 
duction and the final state when in the hands of the con- 
sumer, deserves more attention from economists than it 
has yet received. Variations in the quantity and value 
of the stocks of commodities must be responsible for 
important economic effects, and the study of business 
economics could be more intelligently undertaken if more 
statistical information on the subject were available. 
The banks, if they had some central system of co-ordina- 
tion of statistics, could make a very valuable contribution 
towards this information. In the United States, to some 
extent, the Federal Reserve Bank already provides such 
statistics of great value, though the system is capable of 
great development. In this country, however, beyond 
the meagre statements published by individual banks, 
no information is forthcoming. It does not appear to be 
too much to hope that, at some time in the future, there 
will be some mutual central statistical organization which 
will collect and collate information from the individual 
banks and undertake statistical research on some of the 
economic problems which are dependent upon that 
information for their data. A bankers’ “Statistical 
Research Bureau” would constitute a very worthy 
organization to work in conjunction with the existing 
economic research organizations. 


Dun’s. Bradstreets’. 











( 57 ) 


Bankers and the Law 


reported decisions of the Courts at the end of 

November. The more important of the two is 
that of Hilton v. Westminster Bank, Ltd., and the bank 
is to be congratulated on its support of its officials con- 
cerned by taking the case to the House of Lords, where 
they were ultimately vindicated after a unanimous 
judgment against them in the Court of Appeal. This 
adverse judgment of the Court of Appeal reversing Mr. 
Justice Horridge’s judgment in favour of the bank is 
reported and commented upon in the April—May issue 
of THE BANKER, to which we refer our readers. But 
now that the House of Lords have unanimously reversed 
the Court of Appeal the case is decidedly worth a 
reconsideration. 

The topic dealt with, it may be remembered, is counter- 
mand of payment of cheques communicated by telegram, 
and although the case under review lays down no new 
principle, it throws such an interesting light upon the 
concrete difficulties that particular facts can give rise 
to, and illustrates so strongly the possibility of conflicting 
judgments upon the same set of facts, that we deem it 
important to deal with the case as it is now presented 
by the unanimous judgment of the supreme tribunal. 
We know how frequently bankers are faced with awkward 
situations demanding instant decisions of the question— 
To pay or not to pay ? And only by careful consideration 
of the concrete cases that are revealed by litigation can 
practical men gain any guidance in the thorn-strewn 
path they have to tread. 

The case has been reported in the “Times” news- 
paper, and also in “Weekly Notes”’ of December 11, 
page 332, and these reports give the relevant facts 
a little more fully than in the report of the Court of 
Appeal proceedings. We therefore think it desirable to 
summarize those facts. 

Mr. Hilton, a turf commission agent, had an account 
at the Tottenham branch of the bank, which had remained 
dormant from May, 1923 to February, 1924, when his 
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credit balance stood at 8s. 2d. By the time he again 
operated the account—August, 1924—he had left the 
address given in the bank’s books and had left with them 
no other address at which they could communicate 
with him. 

On July 31 he drew a cheque numbered 117285 in 
favour of John Poate for £8 1s. 6d., which was post- 
dated August 2 

On August 1 the bank received from Hilton £8 in 
notes for the credit of his account in a registered letter, 
giving no address. Later on the same day the bank 
received the following telegram fiom him : 

“Stop payment of cheque 117283 amount of 
{8 1s. 6d. payable to Poate—Stanley Hilton.”’ 

It will be noted that the telegram did not give the date 
of the cheque, and erroneously gave the last figure of the 
number as “3,” whereas it afterwards turned out it 
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should have been “5. 

On receipt of this telegram the bank officials followed 
their usual course and entered on a stop card particulars 
given by the telegram, and a proper red slip was put in 
the ledger to the same effect. 

On the next day, August 2, a cashier had a telephone 
conversation with Hilton in the following terms, as found 
by the judge (Mr. Justice Horridge) : 

“Did you po my remittance of £8 ?’’—“ Yes. 

“Did you get my wire stopping the cheque to Poate 
for £8 Is. 6d. ?’’—“ Yes; it has not been presented yet.’ 

“That is allright. It is due for presentment to-day ”’ |or| 
“It is not presentable till this morning.’’-—“ All right.’’ 

“Then it will be stopped when it comes in ? ’’—“ Yes.”’ 

In this conversation no number of cheque was 
—— , hor was it expressly stated to have been 
post-dated 
On August 6 a cheque numbered 117285, dated 
August 2, for £8 Is. 6d., payable to John Poate, was 
presented through the clearing house. The cashier 
finding it numbered “5”’ and not “3,” as stated in the 
stop telegram, consulted with the manager. At this 
consultation the cashier omitted to mention to the 
manager the telephone communication which he regarded 
merely as a confirmation of the telegram. At the trial 
it appears the manager frankly said that had he had the 
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terms of that conversation communicated to him he 
should have made further inquiries before paying the 
cheque. As it was, he came to the conclusion that, as 
frequently happens in practice, a cheque that has been 
stopped is replaced by a later cheque in substitution, and 
as the stopped cheque was 117283 and the cheque pre- 
sented was 117285, and dated the day after the telegram, 
surely a very natural conclusion. There was no clear 
countermand of any cheque other than 117283. There- 
fore he authorized the payment of the cheque, after which 
payment a credit balance of 3d. remained on the account. 

On August 20 Hilton, thinking the Poate cheque 
had been stopped, and that he had £8 in his account, 
drew a cheque for £7, payable to a Mr. Newman, which, 
on presentation, was not met as there were insufficient 
assets. 

Hilton sued the bank for damages for paying the 
cheque to Poate and for dishonouring the cheque to 
Newman. The case was first of all tried before Mr. 
Justice Branson, when the jury disagreed. The second 
trial came on before Mr. Justice Horridge, the damages 
being agreed at £75, and leaving only the question of 
liability to be determined. That went in favour of the 
bank, the judge holding that the instructions to the bank 
were not so clear and specific as to render them liable for 
negligence, and that there was nothing to qualify the 
fact that number 117285, that was presented and paid, 
was not the number of the cheque given in the telegram, 
namely, 117283. 

The Court of Appeal (Bankes, Warrington, and Atkin, 
L.JJ.) seized on the telephone conversation and the 
manager’s admission that had he known of it he would 
have made further inquiries before paying the cheque. 
The Lords Justices took the view that the telephone con- 
versation would convey to reasonable people the fact 
that it was a post-dated cheque, and that had the cashier 
reported it to the manager when, on August 6, they 
discussed the payment of the cheque he would have 
come to the conclusion that it had been post-dated and 
that probably the telegram meant to stop that identical 
cheque. They, therefore, held the bank liable by reason 
of the information to be deduced from the telephone 
conversation following the telegram. 
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The House of Lords (Lords Dunedin, Atkinson, 
Shaw, Wrenbury, and Carson) refused to read the tele- 
phone conversation as necessarily leading to the con- 
clusion that the cheque that had been stopped was a 
post-dated cheque. Lord Dunedin said he had been 
unable to grasp how the expression “not to be presented 
till this day”’ could lead to the view that the cheque was 
post-dated. He thought, therefore, that the cashier was 
perfectly entitled to take, as he did, the telephonic 
communication as a mere confirmation of the telegram, 
and, if so, there was nothing to communicate to the 
manager. He could not, therefore, agree with the grounds 
of judgment of the Court of Appeal. This opinion of 
Lord Dunedin was the more valuable because he went on 
to show that the House of Lords, at any rate, appreciates 
the practical dilemma with which bankers are so often 
confronted. “It must always be remembered,” he said, 
“that a bank can be sued just as much for failing to 
honour a cheque as for cashing a cheque that has been 
stopped. Under the regulations the bank had to inform 
the clearing house by 3.30 whether they honoured the 
cheque or not. They did not know the plaintiff's address, 
and when it came to a question of identification it must 
always be remembered that the number of a cheque 
was the one certain item of identification. There could 
be only one cheque bearing a printed number; there 
might be many cheques in favour of the same payee and 
for the same amount.” He further expressed the view 
that when the manager and cashier on presentment of 
the cheque looked at the ledger and found that no cheque 
117283 in favour of Poate had been presented they were 
justified in thinking that 117285, bearing a date subse- 
quent to the telegram, might have been a duplicate 
cheque that they were bound to honour. 

These five Lords of Appeal have taken the common- 
sense view that the cashier at the telephone could not have 
been expected to deduce more than that the telegram was 
being confirmed. The Lords, like the judge of first 
instance (Mr. Justice Horridge), took the plain view that 
the number given in the telegram was the deciding factor. 
After all, it was all Mr. Hilton’s own fault in that he made 
a mistake as to the number of the cheque given in his 
telegram. Of course, had his telephone message purported 
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to correct that mistake the bank would have been in a 
different position. But it was not so. Anyone taking 
that message would have assumed it as being no more 
than confirmation of the stop telegram and ascertain- 
ment that the remittance of £8 had been received. Not 
for the first time the House of Lords has set aside a too 
refined and too ingenious inference of a lower Court, 
and reverted to the plain common-sense position. The 
difference between the three Lords Justices and the five 
Law Lords arises from the fact that the former did not 
sufficiently place themselves in the position of a bank 
manager faced with an instant decision, whereas the Law 
Lords did appreciate that position, and swept aside the 
inference that had been drawn by the Court of Appeal 
from the telephone conversation. Yet it should be 
observed that the Court of Appeal decision was based on 
the solid fact, that the manager had admitted that had 
he known of the telephone conversation he would have 
thought it proper to make further inquiries before paying 
the cheque. The House of Lords, however, seems to have 
treated his admission to mean that had he known the 
cheque was post-dated he would have made further 
inquiries, and that there was nothing in the telephone 
conversation to convey with sufficient certainty the fact 
of post-dating. 

Whatever view legal experts may take, however, 
it is abundantly clear, on the fact in this case, that the 
House of Lords in justifying the action of the manager 
and cashier has given a decision which will be entirely 
endorsed by anyone familiar with banking practice, and 
that the contrary decision of the Court of Appeal was, as 
a matter of reasonable banking experience and practice, 
in effect unjust. It is with pleasure, therefore, that we 
note the determination of the Westminster Bank, Ltd., 
and its advisers, to set the matter right. The great banks 
are as a rule not fond of litigation, and often submit 
to considerable detriment rather than take proceedings 
in the Courts. This tendency can go too far, and there 
are many cases arising which in the general interests of 
the banking community merit a bolder policy. 

The second case we refer to is that of Sassoon v. The 
Westminster Bank, Ltd. In our July issue was a notice 
of this case in the Court of first instance where the bank 
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succeeded, and on November 27 the Court of Appeal con- 
firmed the judgment in favour of the bank. Lord Justice 
Scrutton went so far as to say that the appeal was un- 
arguable. However, it afforded another instance of a 
guarantor’s efforts to get rid of liability. It was a common 
form of continuing guarantee signed by Mrs. Guilia 
Sassoon guaranteeing the account of the Marquis Serra 
de Cassana, the guarantor’s liability being limited to 
£1,700. At the end of the form were added the words, 
“This guarantee will expire upon June 30, 1925.’ Coun- 
sel for the guarantor appears to have argued that this 
meant that she was not liable for any claims under the 
guarantee made after that date, and as the bank’s claim 
was not made until October, 1925, she was exempt. 
On the other hand, the Courts have held that what was 
meant was that although the bank could not rely on the 
guarantee as to any advance made after June 30, 1925, 
they could, of course, claim after that date for liability 
that had crystallized prior to the expiry. It was an or- 
dinary continuing guarantee for a year with a provision 
as to three months’ notice of termination by either party, 
but until termination or expiry the guarantee covered 
the adverse balances of the account guaranteed. The 
above we suggest may have been the real effect of the case, 
although in the “Times” newspaper report, from which 
we derive the facts, there is no mention of this salient 
fact that the amount claimed by the bank had become 
due prior to June 30, 1925, although claimed afterwards. 
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Finance of Empire Development 
Some Phases of Recent Guarantees 
By the Right Hon. William Graham, M.P. 


N a recent issue an effort was made to describe the 
general finance of schemes of Imperial development ; 
in view of discussion in Parliament on the Palestine 

and East African loans guarantee, greater detail in certain 
important principles is now possible. 

The facts are simple. In July, 1926, the Government 
presented a Bill for the purpose of guaranteeing, as to 
principal and interest, loans raised in the open market 
by Palestine and by governments within British East 
Africa to a total of £14} million. The £44 million in 
Palestine may be regarded as the fulfilment of British 
obligation arising from the period of administration. Jn 
part the proceeds will be devoted to railway and harbour 
development; but the major portion will be applied 
to repayment of sums which are due to Great Britain. 
The recommendation affecting East Africa arises from 
the East African Committee, the Commission under the 
chairmanship of Mr. Ormsby-Gore, M.P., Parliamentary 
Secretary to the Dominions Office, and the analysis of 
the committee presided over by Sir George Schuster. 
The Ormsby-Gore Commission recommended numerous 
schemes covering railways, harbours, docks and other 
means of transport. While they did not contend that 
all the schemes could proceed immediately, they suggested 
that the British Government should guarantee a loan of 
at least {10 million; and in order to encourage the 
territories in question the loan should be given free of 
interest for the first five years, after which the native 
governments would be expected to shoulder economic 
responsibility in the usual way. 

At this stage two points are of special interest. The 
Schuster Committee indicated that of the £10 million 
only {14 million or thereby could be recommended for 
immediate progress. Their task was to investigate the 
present and future economic possibilities of the proposals ; 
in almost all cases they considered that much additional 
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survey was necessary. That the whole {10 million and 
more can be remuneratively expended is not in doubt; 
but several financial critics in the Commons argued that 
at this stage the Government should guarantee only the 
proved material. {10 million is admittedly a small sum 
when the great volume of British credit is considered. 
On the other hand, guarantees under the Trades Facilities 
Acts, the export credits scheme, the Electricity (Supply) 
Act (which covers £33 million) readily give a total of 
£140 million or thereby, all launched at a time when the 
Government is approaching the conversion of {g00 million 
of debt. These facts are impressive enough in their way ; 
and it is agreed that everything must be done to strengthen 
British credit. But Imperial development must proceed. 
The schemes in East Africa will be definitely productive 
and remunerative. There is little or no danger of call on 
the guarantees. Each proposal will be considered by an 
advisory committee, after the fashion of that under the 
Trade Facilities Acts; and it may be assumed that the 
Treasury will pass nothing which is not absolutely safe. 
If at the moment the British Government were prepared 
to guarantee only £14 million, the first effect would be to 
raise doubt in British East Africa; even with the guaran- 
tee the terms for the loan would be a little more onerous; 
and in all probability the prospect of easier terms for 
the later stages (which has been one of the factors 
specially considered) would disappear. The guarantees 
must proceed with reasonable vision. 

The second point covers two problems. First of all, 
the Government decided not to continue the Trade 
Facilities Acts; further, when it was urged that the Acts 
should be renewed at least for the purposes of Empire 
development, they did not find it possible to entertain 
the request. In practice, however, assuming that the 
guarantees to Palestine and British East Africa are a 
precedent, the Acts will, so far as the Empire is concerned, 
remain. For the advisory committee which is to be 
constituted is to have regard to precisely the circumstances 
which on innumerable occasions were before the advisory 
committee under the Trade Facilities Acts. Instead of 
having general legislation, Parliament will deal with one 
specific proposal after another, or with one part of the 
Empire after another, subject to the form of aggregate 
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limitation which was also a feature of Trade Facilities 
legislation. The other problem is that of interest-gift. 
Reference has been made to the interest-free £33 million 
loan to this territory when the Labour Government was 
in office. Others have recalled the recommendation of 
the Imperial Economic Conference of 1923, under which, 
in the Trade Facilities Act of 1924, provision was made for 
a gift of £5 million, to be expended at the rate of one 
million a year for five years in paying three-quarters of 
the interest on loans raised by Dominion Governments 
and other territories for works of public utility, designed 
to provide employment in Great Britain. These and 
kindred steps suggested that Britain would probably 
continue the policy of interest-gift. Kenya and other 
territories have recently had much discussion of their 
immediate burdens and of their capital liabilities. Local 
budgets have been balanced in some cases only with 
difficulty, and on a narrow margin. Unless interest on 
the schemes were borne by the British taxpayers for at 
least five vears they might not proceed. But the Treasury 
has apparently made up its mind that the sound course 
is to ask the local governments to put_ business 
on a strictly economic footing from the start. The 
burdens of home taxpayers are already heavy enough; 
and although this development is of the nature of invest- 
ment it is in the public interest that it should be im- 
mediately equal to its obligations. Experience has 
indicated that where a form of subsidy enters the benefit 
goes not always to the territory but frequently to con- 
tractors and others who speak loosely of the Government 
being behind the scheme. For all practical purposes, 
therefore, Trade Facilities Acts will continue within the 
Empire; and subsidy in the form of interest-gift will 
disappear. 

A much wider issue remains. In British East Africa 
Kenya is the only territory which ranks as a colony; 
and presumably only Kenya would be entitled to the 
advantages of the Colonial Stock Act of Igoo. As is well 
known, the broad effect of that legislation is to make these 
loans trustee securities. Very large sums have been 
raised on that basis since 1900, especially by Australia, 
and since no territory has ever even hinted at default 
the system has attained remarkable strength and security. 
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But an Act passed in 1900 is obviously no longer strictly 
appropriate after the European War, and at a time when 
much greater attention is being devoted to the cultivation 
of the resources of the British Empire. Many Parlia- 
mentary members believe that the Act should be amended 
in such a way as to give the protectorates and the man- 
dated territories the same facilities. That step must, 
however, be related to recent discussion. The experience 
of New South Wales promotions in leaving large amounts 
with the underwriters; the criticism of Australian finance 
in general, in that it has tended to abuse the privileges 
of the Act; the complaint as to the inadequacy of sinking 
fund, publicity and other arrangements—all have con- 
tributed to the proposed analysis of the legislation with 
a view to sound amendment. The Prime Minister of 
Australia has made effective reply, showing that all 
obligations have been met; that the overwhelming part 
of the sums raised has gone to productive enterprise ; 
that in the development of a country like Australia it is 
impossible (notably in railways) altogether to avoid 
schemes which can be regarded as partly political in 
character; and that steps would be taken at all events 
to give investors the fullest information. On sinking 
fund provision he was less convincing. The arrangements 
for the East African guarantees provide that the British 
Treasury must be satisfied as to the application of the 
proceeds of the loan, with sinking fund redemption over 
a period of forty years. No doubt the security ranks 
after certain prior charges in the territories, but the 
details are practically complete; and when the loans are 
launched investors will have protection perhaps superior 
even to that afforded under the Colonial Stock Act itself. 
It is understood that the Treasury is not specially en- 
thusiastic for amendment at this stage. If, however, 
it is the case that the Palestine and the East African 
guarantees are the beginning of what may prove to be 
large and important policy in Imperial development 
(most of the Empire development hitherto has proceeded 
without guarantee), the reconsideration and improvement 
of legislation now twenty-six years old should not be 
longer delayed. 

In a minority statement in the report of the East 
African Commission Mr. F.C. Linfield urged the importance 
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of some form of development board for the territories 
now under review. All the evidence shows that 
federation is out of the question; it is very difficult to 
get the governments to agree even in proposals which are 
plainly in the public interest. Yet the statements of the 
Schuster Committee prove that many of the schemes of 
development cannot be properly understood in terms of 
strict geographical area. The enterprises are inter- 
related ; to be thoroughly successful the maximum amount 
of co-ordination must be obtained. Moreover, such co- 
ordination would be of definite advantage to the terms 
on which the loans will be raised; if the spirit of the 
effort is comprehensive, the security will be materially 
improved. When budgets balance only narrowly a very 
small sum annually in interest charge that might have 
been avoided may make all the difference. For a budget 
in slight deficit because of a financial arrangement on 
which the British Government rightly insisted as part of 
its condition of guarantee will probably involve some 
unpopularity, both for Great Britain and for the step 
towards making the schemes economically self-supporting 
from the start. Such a result would be in every way 
unfortunate. Research into native production, health, 
morale and general welfare is fundamental to economic 
progress in British East Africa; and if that research is 
sufficiently generous in outlook and application it may 
prove to be one of the routes to effective co-ordination 
of the proposals which the British people are now about 
to guarantee. 





Barclays Bank (Dominion, Colonial and Overseas, 
Limited) 

The first report of the directors of Barclays Bank (Dominion, 
Colonial and Overseas, Limited) has now been published. It states 
that after payment of all charges, full provision having been made 
for all bad and doubtful debts, the net profits of the Colonial Bank 
and the Anglo-Egyptian Bank, Ltd., as from July 1, 1925, and those 
of the National Bank of South Africa, Ltd., as from April 1, 1925, 
amounted to £664,350. 

The sum of £230,236 has been set aside to provide for expenses of 
amalgamation and for income-tax and {£100,000 has been placed in 
reserve. The Board has decided to pay a dividend of 3 per cent. on 
the “A” and “B” shares, less income-tax payable January 21, 1927, 
and {114,294 has been carried forward. 
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Bank Architecture 
Alterations to Existing Premises 


Some Midland Bank Examples 
By Professor C. H. Reilly, F.R.I.B.A. 


‘HE adaptation of the ground floor of existing 
premises to banking purposes is a very common 
problem before banks and their architects. It is 
not one easy of solution, nor one which usually brings 
about a satisfactory result. If it may be taken for 
granted, as I think it may, that a bank building should 
have a character of its own, it is obvious that that 
character will conflict with the character of the work 
above built for an entirely different purpose. This is 
more likely to be the case now than it would have 
been fifty or even twenty-five years ago when all building 
was more substantial and, on the whole, quieter in outline 
and detail than it is to-day. 

Messrs. Elcock and Sutcliffe have acted as architects 
for the Midland Bank in several such alterations. Let 
us consider a few of them, and begin with a case at 
Golders Green. Here in a terrace of shops with very 
mediocre flats over them the bank secured the corner 
premises. In the bad wav in which speculative building 
is often carried out in England (probably without the 
services of an architect at all) this terrace had been built 
with a facing brick to the main road, and an ugly common 
brick to the return street. Hence the bank premises 
would always have above them a building with a re- 
spectable, if not exactly a Queen Anne, front, and with 
a rather disreputable Mary Anne side. Messrs. Elcock 
and Sutcliffe have matched their ground floor to neither, 
but have introduced panels of brick which, while 
recalling the brickwork above, seem to suggest how much 
better the bank might have done the whole thing if it 
had been so inclined. These brick panels are heavily 
framed in white Portland stone and a frieze and cornice 
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of the same material emphasize the ground floor, and at 
the same time partially isolate it from the work above. 
The entrance is the least fortunate part of the design, 
but that it should be at the corner, like that of a public- 
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house, was probably dictated by the bank. Anyone can 
see how difficult, if not impossible, it is to make a 
satisfactory entrance under so sharp a corner. Considering 
this, the architects have done very well with their two 
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flat ccrbels in stone on either side of the door, doing their 
impossible best to take up the load satisfactorily 

A less fortunate example, because the building above 
is more ornate and pretentious, is the Hendon Branch, 
where again the bank premises have been placed next to 
shops and under flats. Here the bank seems to over- 
whelm the building above altogether. Indeed, the latter 
looks on the point of collapse, as if it were sinking into 
the bank, and its dome sinking into it. In a case like this, 
at a prominent corner, it would have been better if the 
bank could have arranged to rebuild the upper parapets 
in stone so that there would be a recall of their stone 
ground floor at the top of the building. In this way 
some sense of unity might have been brought about. 
The ground floor treatment is plain and fairly satisfactory 
until one comes to the cornice and balustrade. The 
former is unfortunately broken and stopped back over 
the entrance, and the missing piece of it appears to 
have dropped down and been caught on a pair of 
brackets. Above the cornice is a rather coarse balus- 
trade which cuts off in an unfriendly way the windows 
behind it. Indeed, this balustrade seems both out of 
character and out of scale with the little columns and 
stonework below, which have a certain delicacy and 
restraint. 

The Baker Street branch is a different proposition. 
Here the architects have had only a narrow front to deal 
with, and have had to emphasize it to give the bank 
any prominence at all. They have done so by making 
the whole of it into an entrance composition following 
the lines of a Roman triumphal arch. In idea this was 
a good thing, and in execution, too, except for the 
carved ornament. In the latter, which is of the type 
one connects, a little unfairly perhaps, with cinemas, 
the mistake has been made, so it seems to me, of using 
it as a link between the stone composition of the bank 
and the brick premises above. Ornament anyhow and 
anywhere forms the weak link. It is better used when it 
definitely ornaments one thing at a time. Otherwise this 
front is very quietly and well detailed. The stonework has 
a good, clean look, and the sunk panels and raisings are 
everywhere refined. The small door, leading probably 
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MIDLAND BANK 


THE HENDON CENTRAL BRANCH OF THE 


to the domestic premises above, is well managed; it 
might so easily have upset the composition if it had 
received any further emphasis. The big circular window 
the main door must give good light to the 


over 
it is remembered that the architects 


interior. When 
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THE MIDLAND BANK BRANCH AT PRINCE’S PARADE, 
GOLDERS GREEN 


have had to provide on this narrow frontage a principal 
door, a side door, and a great window, it will be seen that 
they have combined the three very skilfully and without 
detracting from the interest of the main composition. 
As a contrast to this thoroughly urban scheme, the 
last illustration shows a little stone cottage at Allendale 
diverted from its original purpose of housing a labourer 
into the more lordly one of housing a bank. One can say at 
once that it has not put on too many airs in the process. 
It still remains a cottage. The solid looking cut-stone 
porch with its steps and flank walls is the chief alteration. 
These suggest solidity and seriousness without too 
much pretension. The ground floor windows have been 
enlarged and cut-stone jambs and heads inserted to go 
with the stone of the porch. The only criticism one 
has to make of this is that it is a pity these windows 
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have been deprived of their bars and painted wooden 
frames. They look in consequence dark holes compared 
to the windows above. But, after all, it was an im- 
possible problem. A cottage and bank are the exact 
opposites in character. They cannot be combined. The 
only proper bank in a cottage is the old stocking of the 
labourer’s wife. But allowing for the impossibility of 
reconciling the two characters this adaptation has 
probably been done as well as possible. 


Banking Appointments 

Mr. H. Mancknols Walton has been elected a Director 
of the Bank of Liverpool and Martins Limited. Mr. 
Walton is already on the Manchester Board of the Bank. 

Lord Strathcona has been appointed a member of the 
Advisory Committee of the Bank of Montreal in London. 
The London Committee of the Bank now consists of 
the Duke of Devonshire, chairman; Mr. F. R. S. Balfour, 
Sir Hardman Lever, and Lord Strathcona. 

Sir Edward Brabrook and Sir William Turpin have been 


appointed chairman and vice-chairman respectively of the 
Inspection Committee of the Trustee Savings Bank. 





76 THE BANKER 


International Banking Affairs 


Australian Bank Fusion 


NE of the most important banking amalgamations of recent years 
was announced in Melbourne on December 16. The Bank of 
Victoria and the Commercial Banking Company of Sydney have 

entered into partnership, and their amalgamated businesses will form the 
second largest bank in Australia. The capital of the Commercial Banking 
Company of Sydney is £3,500,000, and the reserve £2,830,000, and its 
deposits amount to £38,500,000. The paid-up capital of the Bank of 
Victoria is £1,478,010, its reserve £850,000, and it holds deposits amounting 
to {12,000,000. It would be difficult to conceive a better amalgamation 
than that arranged between these two banks. The Commercial Banking 
Company of Sydney has branches throughout New South Wales and 
Queensland, while the Bank of Victoria completely covers the State from 
which it takes its name. These banks have never competed against each 
other, and their fusion gives them a strength which should be of considerable 
advantage to Australia. 


The Governorship of the Commonwealth Bank 


With the laudable desire of ‘‘ drawing ’’ the Prime Minister of Australia, 
a section of the Press recently stated that one of the objects of his visit 
to London was to find an English banker qualified to fill the important 
office of Governor of the Commonwealth Bank of Australia; but Mr. Bruce 
has so far declined to discuss this subject, nor does he seem to have em- 
barked upon the hopeless task of finding an English banker conversant 
with Australian conditions, and with adequate central banking experience. 
Even if such an individual could be discovered, it is improbable that his 
appointment would meet with much approval in Australia. During its 
short existence the Commonwealth Bank of Australia has made most 
remarkable progress, and it has trained a number of bankers well qualified 
to hold its governorship. It would, therefore, be invidious to import an 
English banker to manage the affairs of the Commonwealth Bank. Among 
its officials are men with experience of the London money market, of 
commercial banking, and of central banking. It is to be hoped that their 
claims will be considered before any attempt is made to search for a 
banker outside Australia. 


South American Banking 


Mr. Beaumont Pease’s speech at the Annual General Meeting of the 
Bank of London and South America held in London on December 14, 
dealt with a variety of subjects. In his review of the domestic affairs of 
the bank, he showed that the falling off of over {5,000,000 in current 
accounts and deposits in currency at branches was ‘‘more apparent than 
real, as this heading includes operations in exchange, certain of which 
have to appear on both sides of our sheet. Apart from these credit 
accounts connected with exchange, our deposits from the public stand at 
practically the same figure as last year.’’ He paid tribute to the very 
sound and efficient work of the administration of the former President 
of Brazil, Dr. Bernardes, and he showed that British investments in that 
country are estimated at £285,000,000, while our investments in the 
Argentine are /410,000,000, in Chile £82,000,000, and in Uruguay 
£41,000,000. 

Mr. Pease warmly commended the services rendered to the bank by 
the late Mr. Kenneth Mathieson, and by Mr. T. J. Finnie, Mr. R. G. Shearer, 
and Mr. H. Benn, who are retiring from the offices they have held in the 
Bank of London and South America. 
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Application of Ineffective Remedies. 


E have examined the two main causes of the mark disaster, 

W viz. (a) unrestricted note-issues, and (b) enforced budget 

expenditure. It is, however, important for our purposes to 

study the abortive attempts that were made throughout 1923 to correct 

the essential fallacy of excessive note-issues. These measures, which 

history shows that embarrassed Governments invariably resort to—-and 

which are of more than doubtful efficacy —may be classified as 
“Ineffective Correctives of a Fundamental Error.’ 

They were : 


(r) The policy of the so-called mark intervention, whereby the 
Reichsbank succeeded in losing the main portion of its gold 
reserve. 

(2) The legislation to control dealings in foreign exchange, whereby 
a whole network of artificial measures was built up in the 
vain hope of establishing some species of equilibrium. 


(1) The Mark Intervention. 

Upon the —— of the Ruhr territory by the French and 
Belgian forces, the German Government decided to try to arrest the 
fall of the mark on foreign bourses through the intermediary of the 
Reichsbank. The motives of this action are set out in Reichstag Paper 
No. 6591 (series 1923) and may be thus resumed : 

The German Government considered how far ond by what means 
measures could be taken to counteract the Franco-Belgian action, 
and it was appare ntly clear to them that one of the most effective 
measures of defence would be to make an attempt to keep the cost of 
living in Germany at the same level as before, and not to weaken the 
policy of passive resistance on the part of the Rhine-Ruhr population 
by any increase in such costs. 

In their action in support of the mark, the procedure of the German 
Government was twofold : 


(a) Active Government intervention in the foreign exchange 
market, i.e. offering foreign exchange (Devisen) for sale both 
at home and abroad against paper marks. 

(6) Rationing of foreign exchange purchases, with a view to com- 

pelling those in possession of foreign currencies to surrender 

them, so that the “ Devisen” might not be used for speculative 
purposes but diverted to legitimate productive needs, 
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Two periods of active intervention are clearly distinguishable :— 
I ; 


(a) January 12-April 18, 1923, the day when the exchange broke. 

(b) May—October, 1923, a period characterized by the depletion 
of the Reichsbank’s gold reserve, and abortive attempts at 
legislation in control of the foreign exchange market. 


(a) First Period. 

Active intervention started about the middle of January, 1923, 
by the purchase of paper marks at home and in foreign places against 
foreign currencies. The first attempts were not attended with much 
success; on January 12 the £ was quoted at 48,650 paper marks, by 
the end of the month it had risen to 227,500 paper marks. This sudden 
depreciation was attributed to mere panic, and it was resolved to inter- 
vene on a larger scale both in Berlin and abroad. The result was that 
by the first week of March the mark had recovered to 98,250 paper 
marks to the £, and this rate was maintained until April 18, when, as 
the result of a demand by Hugo Stinnes for £93,000 in foreign bills to 
meet the coal acceptances of the German railways, the market was 
completely broken, the £ rising on April 19 to 140,000 paper marks. 
It was then decided to let the exchange slide, and to start another 
policy of “rationing’’ foreign currency requirements by legislative 
process. 

So ended the first phase of the battle. How was it financed, and 
how much did it cost ? The true facts and figures never leaked out, 
but Havenstein, in his evidence before the Reichstag Committee 
(Reichstag Paper, No. 6591), admitted that it had become clear in 
the middle of April that the Ruhr struggle would be protracted, and 
that even if the Reichsbank had sacrificed its gold reserve, it would 
have been necessary to find further sinews of war. 


(b) Second Period. 


action was taken spasmodically, and merely resulted in the steadying 
of the exchange at certain levels for a few days at a time. It was a 
policy of despair, whose effect was mainly to benefit speculators who 
profited by Government intervention to pick up foreign currencies 
at artificially low paper-mark prices. 

The great characteristic of this period was the depletion of the 
Reichsbank gold reserves and foreign bills’ portfolio. This movement 
can be seen in the following table :— 


Reichsbank’s Gold Reserve. 


Millions of gold marks. £ millions. 
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Thus during eleven months the gold reserve diminished by a sum of 
538 millions of gold marks ({£26,900,000), but it would be incorrect to 
suppose that all this gold was used to intervene in support of the mark. 
There were other pressing claims that had to be met. 


(a) Belgian (Reparation) Bill Acceptances. 

Four Treasury bills for the account of the Belgian Govern- 
ment, duly endorsed by the Reichsbank, were paid out of the gold 
reserves, Viz. :— 





Millions of 

gold marks. 
March 15,1925 .. - - .. 486 
April 15, 1925 ws es - .. 43 
May 15, 1925 - as si —« Seg 
June 15, 1925 ia i im « ee 

206°6 





(b) Matntaining the Spirit of Passive Resistance. 

Of the remaining 331°4 millions of gold marks, part of that sum— it 
is impossible to indicate the exact amount, but it is estimated at one- 
third—was used to meet Government imports necessary to maintain 
the spirit of passive resistance in the Ruhr, e.g. imports of food and 
British coal for the railways. 


(2) Legislation to Control Dealings in Foreign Exchange. 

We have now considered one device to correct the essential result 
of inflation, viz. active intervention on foreign places in support of the 
mark. Other factors were to play a much more decisive and costly 
role. These refer to the use made of :— 


(a) Foreign bills of exchange accruing from exports; 
(6) The Reichsbank’s foreign bills’ portfolio ; 
(c) The special levies and seizures of foreign currencies in private 


hands. 


(a) Foreign Bills of Exchange Accruing from Exports. 


The occupation of the Ruhr played havoc with Germany’s power 
to export, and consequently jeopardized that share of export bills of 
exchange that accrued to the Reich under the system of export control 
that had been set up (so-called ‘‘Aussenhandelsstellen”). These 
foreign bills formed the normal source from which the Devisenbes- 
chaffungsstelle* met the Government imports of foods, fats, and such- 
like necessaries. Now, while the average return was kept up from 
January to March, 1923, as the currencies then accrued from exports 
that had been made three months previously, the pinch began to be felt 
in April, when the daily average fell, i.e. precisely at the time when the 
Reich was called upon to make yet greater efforts to ensure the supply 
of food and to maintain the spirit of passive resistance. 


* Foreign exchange operations of the Government were centralized in this 
office; in reality a foreign-exchange bank owned and operated by the Reich. 


G 
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(b) Reichsbank Foreign Bills’ Portfolio. 

The Reich was thus faced with the double task of meeting the costs 
of these necessary imports, and simultaneously of trying to stop the 
downward trend of the mark. To that end a raid was made on the 
foreign bills’ portfolio of the Reichsbank. The figures were never 
divulged, but it was common knowledge at the time that the bank was 
practically depleted. 

By the law of March 2, 1923 (Statute Papers, Vol. I, para. 155), 
the Reich was empowered to issue Dollar Treasury bills for 50 million 
dollars (or 210 millions of gold marks)—the so-called “ Dollarschatzan- 
weisungen’”’—bearing no interest, but redeemable in three years 
(April 15, 1926) at 120 per cent. in cheque on New York or in gold at 
the option of the Reich. The Reichsbank accepted liability, as per- 
sonal debtor, for the redemption. The object of the issue was to provide 
the Reichsbank with foreign bills for the purpose of influencing the 
rates of foreign exchange in order to cheapen foodstuffs and essential 
necessaries of life. 

These Dollar Treasury bills could only be acquired against gold or 
foreign exchange; but the issue did not go well, for with an ever- 
falling paper mark, little inducement existed for surrendering real gold 
values against very problematic Government scrip. From notices 
appearing in the German financial Press at the time, it would appear 
that, by the middle of June, 1923, 53 millions of gold marks had been 
taken up by the public and 47 millions of gold marks by the banks and 
industrialists. At that time the exchange stood at 400 millions of 
paper marks to the £, and an attempt was made to hold it at that 
figure, for which purpose the banks were asked to take up another 


27 millions of paper marks of these Treasury bills, while the accruing 
‘““Devisen’”’ were thrown upon the exchange. Towards the middle of 
August, when the pinch was being acutely felt, the industrialists were 
called upon to subscribe another 50 millions of gold marks of these 
bills, with a view to paying for the imports of food, that had already 
been consumed but had not yet been paid for. 


(c) Regulation of Foreign Bills of Exchange. 

During 1923 no fewer than thirty-nine different ordinances were 
promulgated in regard to legislative control of exchange. The main 
objects of these measures were :— 

(x) An attempt to ensure that foreign currencies were not being 
bought and sold for purely speculative objects ; 

(2) An attempt to acquire for the Government as much as possible 
of the available exchange. 

Two measures must here be noted, as they form part of the scheme 
of mark intervention, viz. :— 

(1) The tax on foreign currencies (Devisenabgabe). 
(2) The seizure of foreign currencies (Devisenerfassung). 


1. Devisenabgabe (Decree of August 25, 1923, Statute Papers, Vol. I, 


para. 833). 
The amount payable by each person or body of persons was made 
dependent on the obligation which such a person or body of persons 
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had to bear under the provisions of the “ Law relating to a Tax to 
ensure the Bread Supply.” For every 10,000 paper marks payable 
as a first instalment under the Bread Supply law a company had to 
pay two gold marks, an individual one gold mark. It was hoped 
to secure in this way a fund of foreign currencies of {10-15 millions. 
The tax yielded 137 millions of gold marks (£6,850,000) by 
November 8, 1923, when it was abolished. 


2. Devisenerfassung (Decree of September 7, 1923, Statute Papers, 
Vol. I, para. 865). 

By the end of the first week of September the exchange had reached 
240 millions of paper marks for {1. A new crisis had intervened, and 
it was then resolved to resort to extreme measures and to seize foreign 
currencies wherever they were to be found. To this end Dr. Fellinger 
was appointed ‘“‘ Devisenkommissar’”’ with plenary powers, three 
paragraphs of the Reich’s constitution being suspended to allow him 
full scope. People’s houses and cafés were searched, letters opened, 
bill-brokers’ transactions scrutinized, while bills of exchange accruing 
from exports were now centralized in the Commissioner’s hands. It 
is estimated that these drastic measures produced about 100 millions 
of gold marks (£5 millions). 

By the middle of September the position was broadly this: it 
could no longer be said that the mark fulfilled any longer the function 
even of a medium of exchange—it had lost all meaning as money. 
As regards public finances, the administration of taxes had completely 
broken down, and the Government was being carried on by the aid 
of the printing-press. Further, the maintenance of the spirit of 
passive resistance by the policy of market intervention in support of 
the mark merely succeeded in depleting the Reichsbank of that stock 
of gold which would have been useful in the reorganization of a new 
currency, while the inane system of trying to control exchange by 
legislative process proved entirely inadequate and was tantamount 
to trying to cure asymptom. No attempt was made to tackle the real 
disease. 

On September 26, 1923, Dr. Stresemann took the plunge by an- 
nouncing the complete abandonment of the policy of passive resistance ; 
it was admitted that it was doing more harm to Germany than to 
France. In the beginning of October he attempted another step, 
viz. the adoption of an “Enabling Act” (Ermiachtigungsgesetz), 
giving extensive extra-constitutional powers to the Government, for 
he perceived that nothing less than a virtual dictatorship was now 
necessary to meet the situation. The Socialists resigned from the 
Ministry, and Dr. Stresemann, again being called upon to form a 
Government, invited this time to the Finance Ministry Dr. Luther, 
who proved to be the man of the hour. Under threat of dissolution, 
Dr. Stresemann forced the Reichstag to pass the “‘ Enabling Act,” 
which was to herald a new era. Caveant consules ne quid detrimenti 


respublica capiat ! 
III.—TuHE PERIOD OF RECOVERY, 1923-26. 


Before passing to consider the new phase, it is important to consider 
a report on a plan for the stabilization of the mark drawn up by 
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international experts in November 1922. It will be recalled that by 
the middle of May 1922 the German <allvadhei informed the Allies 
that they were unable to continue the ten-day cash payments under 
the decision of the Cannes Conference, and asked for a moratorium. 
The subsequent months were passed in fruitless negotiations with the 
Reparation Commission, which finally resulted in a visit of the Com- 
mission to Berlin in November 1922, to study conditions on the spot. 
It was at this time that the German Government invited to Berlin 
eminent experts from abroad to suggest means of stabilizing the mark. 

In reply to the question whether stabilization was possible under 
the conditions then obtaining, the majority report, signed by Professors 
Keynes, Cassel, and Jenks, and the Hon. R. Brand, replied in the 


negative for two reasons : 


(a) External. 

Any attempt to stabilize the mark would be futile so long as Ger- 
many was not relieved for a period from payments under the Treaty 
of Versailles. The length of the period of suspension would depend on 
the possibility of establishing a surplus in the German budget, but they 
believed that the period must be fixed there and then at two years at 
least. 
The experts believed that any scheme of stabilization could only be 
provisional, pending a final settlement of the Reparation question at an 
early date, but they thought that stabilization must be begun in 
advance of such a settlement. 

Given such relief, the experts added that the success of any scheme 
would not depend on a foreign loan, but rather on industrial and 


budgetary developments within Germany, but the support of an 
international consortium would be of the greatest importance in its 
effect on public confidence, and they consequently recommended the 


initiation of negotiations. 


(b) Internal. 

Present conditions had thrown the statistics of the budget into 
complete confusion. It was a necessary condition of stabilization that 
the budget should be balanced, while stabilization was itself a necessary 
condition for the recovery of equilibrium. 

The experts stated that the utmost economy in Government expen- 
diture and the utmost rigour in the collection of taxes were of the 
first importance, while capital expenditure must be met by loans. 

They found that the principal objection in the minds of many 
authorities to any plan of stabilization was based on pessimistic 
conclusions relating to the balance of trade. Professors Keynes and 
Cassel thought, however, that if the adverse balance had been so high 
as some people supposed, the purchase of mark assets by foreigners 
would have had to be put at an impossibly high figure. Their general 
conclusion was that the state of the trade balance was not an obstacle 
against stabilization, and that a sound currency was in itself a strong 
corrective to an adverse balance of trade and would bring into operation 
many forces tending towards equilibrium. 

In the conditions that they postulated, the experts believed that 
an immediate stabilization was possible by means of Germany’s own 
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efforts. Indeed, certain technical conditions were present which 
rendered the position very susceptible to control, viz. :— 


(rt) The large gold reserve of 1,000 millions of gold marks 
(£50,000,000). 

(2) The scarcity of currency. 

(3) The degree of internal inflation and external depreciation. 


At a rate of 3,500 marks to the U.S. dollar the gold of the 
Reichsbank then amounted to twice the value of the note-issue. 

At the time when the report was written the dollar was quoted at 
7,000 paper marks. The experts, however, regarded some rate between 
3,000-3,500 marks as appropriate, the definite rate of stabilization to 
be fixed in reference to the internal purchasing power of the mark and 
to the position of the external exchanges at the time when their scheme 
would be put into operation. It is interesting to note that the figure of 
3,000-3,500 marks to the dollar compares with the rate of 4,200,000 
million marks per dollar which was adopted a year later. 

The Keynes-Cassel plan of stabilization contained the following 
features :— 

(x) In return for a two years’ moratorium the German Government 
to offer the Reparation Commission the following guarantees :— 


(a) An independent Board of Exchange Control to be constituted, 
and the Reichsbank to hold adequate gold reserves at the 
service of the Board. 

(6) The Board to purchase paper marks on demand, so long as 
such gold was unpledged, at a fixed rate to the dollar. 

(c) The value of the Reich’s floating debt not to be increased 
beyond a certain figure. 


(2) The consent of the Reparation Commission having been 
obtained, the German Government to take the following measures :— 


(a) To invite co-operation of an international financial consortium. 
(o) To create a foreign-currency reserve on the basis of gold at the 

disposal of the Board in conjunction with foreign credits. 
(c) To abolish all regulations in control of foreign exchange. 


The Board of Exchange would then buy and sell foreign exchange 
on demand against paper marks at fixed rates. But the bank rate must 
be raised and dear money maintained until stabilization was secure. 

Further, in order to attract back foreign currencies held abroad 
by Germans, the Board would (a) issue gold bonds guaranteed by the 
Reichsbank, at adequate interest, repayable in one or two years in 
gold or foreign exchange ; and (5) would buy foreign exchange spot and 
sell it forward at various periods at appropriate rates. 

The question will now be asked : Why were the experts’ conclusions 
not forthwith adopted? Why did the German Government wait 
another year before tackling the problem of stabilization ? The answer 
to such questions is :— 


(1) That the settlement of the Reparation question was not then 
within measurable distance, while the German Government 
hesitated to take the necessary drastic action to cover their 
deficits. 
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(2) The Germans still believed in the mark; a mark was still a 
mark (“ Mark gleich Mark”’). It was not until it was univer- 
sally realized that it had lost all meaning as currency that 
it was possible to make a fundamental change. 


That time did not come before the autumn of 1923, when the mark 

was repudiated by the masses. They then refused to accept worthless 
pieces of paper in return for goods. A radical change was then in- 
evitable. By the end of October 1923 the volume of currency during 
ten months had increased roughly two million times, while its external 
value had diminished in the same period to almost a ten-millionth 
part of its previous value.* Obviously there was no hope of improve- 
ment as long as the printing-press carried on at this pace. Recovery 
did, however, commence directly the unrestrained issues ceased. It 
was the marvel of the Rentenmark. 

Currency-reform schemes were now in the air, of which the principal 
that came to light were :— 

(a) A currency based upon a guarantee of minterial values (Helffe- 
rich and Minoux). 

(6) A currency based upon the stock of gold and foreign currencies 
existing in Germany, supplemented by loans. This idea 
assumed two different directions :— 


(rt) A gold currency built upon purely private foundations 
(Schacht and Kramer). 

(2) A State gold currency and the conversion of the public 
and private economy to a gold basis (Hirsch and 


Bernhard). 


The suggestion that was finally ne rig Rentenmark—was 
closely affiliated to Helfferich’s idea of a Roggenmark (rye-mark), 
and to him must be ascribed the eneue of invention. It should, 
however, be pointed out that, when the idea of the “ Roggenmark”’ 
was being discussed, Dr. Luther was not only warned by a majority 
of economic leaders against the introduction of such a currency, but 
was strongly advised to insist on a gold currency. With rare intuition 
and an admirable unde rstanding of the metaphysical elements, Dr. 
Luther chose the term ‘“‘ Rentenmark,”’ whose basis, consisting of a 
lien on German agriculture and industry, inspired the public with 
adequate confidence. 

The Rentenbank Ordinance was promulgated on October 15,. 1923, 
but it was not until one month later that the new notes made their 
appearance. During this month there was an awkward currency 


* The figures are as under :— 


Notes in circulation. Exchange on London. 





Milliards of paper marks. Paper marks={£. 
December 31, 1922 os oe 1,280 34,000 
October 31, 1923 as ia 2,496,823,000 325,000,000,000 
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interregnum whose main features it is important to observe. It was 
a period of chaos the like of which had not been seen in economic 
history. 
The different currency tokens then in circulation comprised :— 
(1) Paper marks : 
(a) Reichsbank notes. 
(0) Authorized State paper-mark ‘‘ Notgeld.” 
(c) Authorized railway paper-mark “ Notgeld.”’ 
(d) Unauthorized industrial paper-mark “ Notgeld.”’ 


(2) Stable value currency : 


(a) Small ‘Coupures” of the gold loan. 
(6) Railway stable “‘ Notgeld.” 

) 

) 


(c) The German State “Dollars.” 
(d) The municipal “ Dollars.”’ 
(e) Gold certificates of the Hamburger Bank of 1923, etc.* 


Such, then, was the position with which the German Government 
were faced. 
The Rentenbank. 
The purpose of the Rentenbank was twofold :— 


(a) To provide a stable currency, 
(b) To relieve the Reich’s financial embarrassment. 


It is important to observe that, as there was not a sufficient stock 
of gold equivalents available as cover for the new issue, the Renten- 
mark notes were guaranteed by mortgages on German landed property 
and by bonds on German industry (i.e. comprising all trade, com- 
mercial, banking and transport enterprises). These mortgages and 
bonds were for a combined amount of 3,200 millions of so-called 
Rentenmarks (or pre-war gold marks). 

The following are the chief provisions of the Ordinance :— 

(a) The capital and reserves of the Rentenbank amounted to 
3,200 millions of Rentenmarks, subscribed in equal shares by agri- 
culture and industry. The bank was independent, both as to ad- 
ministration and to business direction, from all Government interests 
and interference. 

(6) The bank acquired on all agricultural properties a mortgage, 
expressed in gold, of 4 per cent. of the value of the property as 
assessed for the purpose of the Imperial Defence Levy (Wehrbeitrag) 
of 1913. The mortgage bore interest at 6 per cent., payable in 
Rentenmarks according to their gold value at the time of payment. 

(c) On all industrial, commercial, trade, banking and transport 
undertakings, bonds in favour of the Rentenbank were made out to 
the same gold-mark amount as the total mortgage burden placed 
on agriculture, such bonds bearing interest at 6 per cent. 





* Cf. Annex VII of the ‘“‘ Report of the First Committee of Experts (Dawes 
Committee).” 
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(d) Upon the basis of the foregoing agricultural mortgages and 
industrial bonds, the Rentenbank issued annuity bonds (Renten- 
briefe) bearing interest at 5 per cent. These annuity bonds served 
as cover for the Rentenmark notes to a value not exceeding the value 
of the capital and reserves of the bank. 

(e) The Rentenbank was permitted to grant the following 
credits :— 

(1) To the Reich : a non-interest-bearing credit of 300 millions of 
Rentenmarks for the express purpose of paying off the 
Reich’s Treasury bills discounted at the Reichsbank 
(floating debt), together with an interest-bearing (6 per 
cent.) credit of goo millions of Rentenmarks during the 
subsequent two years. 

(2) To the Reichsbank and the private banks of issue: a credit of 
1,200 millions of Rentenmarks, for the purpose of supplying 
credit to private business enterprises. 


({) Paragraph 19 of the Ordinance is of special importance. In 
return for the foregoing credits the German Government formally 
undertook not to discount further Treasury bills with the Reichsbank 
as from the time when the Rentenbank started operations. 

The first Rentenmark notes made their appearance on Novem- 
ber 16, 1923, but only on November 20 could it be said that the era 
of astronomical calculations had ceased. The following were the 
Berlin quotations for a dollar during the period :— 


Marks for U.S. Dollar. 
(Millions.) 


November 14 ay as ne .. 1,260,000 
I5 es ee es -+ 2,520,000 


16 oi a -. 2,520,000 
17 iia =e a .-. 2,520,000 
19 -_ ae «+» 2,520,000 
20 ie me ne .. 4,200,000 


The important thing was now to find a convenient exchange 
relation between the old paper mark and the new Rentenmark. 
This came about—or was brought about—on November 20, when 
the mark fell exactly to one-billionth of its pre-war value, i.e. 1 U.S. 
dollar = 4°2 gold marks = 4,200,000 millions of paper marks. 
Henceforward, to find the equivalent of paper marks for Rentenmarks 
it was only necessary to knock off twelve noughts. But apart from 
this important expedient of the round number, it was possible to 
make the old paper marks do service in reinforcing the new Renten- 
mark issues; in other words, the Rentenbank was able to go slow in 
the new emissions, as the old paper marks, which were exchangeable 
at a fixed rate of one billion to one with the new currency, were 
supplying temporarily the need of circulating medium. 

By the end of November, 1923, the note circulation was now 
capable of being expressed in gold values. The following table shows 
the extent to ‘which the total amount of currency in circulation 
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increased in value, the moment the confidence of the public in the 
currency was restored :— 


[Millions of gold marks.] 





November 30, December 31, 
1923. 1923. 


(1) Paper marks :— 
Reichsbank notes... = os ws 400°3 490°5 
Private bank-notes .. ws — v: ol ol 
Railway paper-mark ‘‘ Notgeld”’ .. oid 114°8 109'0 
Authorized paper-mark ‘‘ Notgeld ”’ ot 34 re 





518°6 607°9 





(2) Stable value currency :— 


Rentenmarks .. 598°2 1,049°I 


Gold loan aa mS st is ae 216°4 240°0 
Railway ‘‘ Notgeld ”’ a ea oa 35°4 1419 
Authorized ‘‘ Notgeld ”’ asd ea ee 216°2 234°7 


1,060°2 


1,665°7 


Grand currency total .. oe ae +e 1,584°8 2,273°6 


Business relations began to resume normal conditions; the 
population no longer rushed to exchange their paper into goods. This 
was due to the combined effect :— 


(a) of definite limitation of the issues ; and 


(5) of public confidence, whether justified or not, in the value 
behind the note. It should, of course, be added that, apart 
from the foregoing internal factors, a part at least of the 
success of the Rentenmark was due to an arrangement 
that had been made on August 15, 1923, under which 
the Reichsbank was allowed to keep accounts in foreign 
currency and thus enabled industry to carry on business 
on the basis, not of German, but of foreign exchange. This 
arrangement subsequently developed into the Gold Discount 
Bank, to which reference will be made. 


The real value of the mortgage guarantee may have been doubtful. 
What was not doubtful was public confidence in it. Dr. Helfferich 
and Dr. Luther gauged the psychology of the agricultural classes in 
Germany with astounding foresight. Helfferich, in particular, had 
been one of the advisers principally responsible for Germany’s undue 
recourse to credit, and her failure to meet the financial requirements 
of the war by appropriate taxation. It is therefore of dramatic 
interest to note that he should have discovered, nine years later, one 
of the most successful instruments for stabilization; poison and 
antidote proceeded from the same source. By his advocacy of the 
Roggenmark scheme, he went far to show the path of recovery from 
the result of his previous advice. 


(To be concluded) 





